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THE OUTLOOK 


Financial Retribution—Harmful Theories on Speculation—‘“God Help 
the Surplus”—Meaning of the Trade Reaction—The Market Prospect 


FTER the earthquake, the still, small 

voice.” This biblical text may well be 
laid to heart by the speculators who have 
been operating for some years past in de- 
fiance, not only of economic principle but also 
of the requirements of law and financial 
ethics. The result of their dealings will in a 
few cases no doubt be some severe penalty. 
In a very few, such a penalty has already 
been inflicted; or, what is worse, the man 
himself has suffered practical ostracism in 
speculative circles. 

It is useless to deny that these penalties, 
and the loss of business which has come to 
the entire speculative community as a result 
of financial irregularities, failures, and bad 
reports, is a retribution for the refusal to 
correct conditions as to which abundant 
warnings have beer issued from time to time 
and which should long ago have been at- 
tended to. But, instead of such correction, 
the conditions complained of have main- 
tained themselves and have even grown 
worse. As a result, they have gradually be- 
come bruited about the country, and imagina- 
tion has exaggerated them, until they seem 
vastly worse than they really are. The re- 
sult is an unfortunate reaction upon all 
speculation and speculative conditions gen- 
erally. 

What is necessary in order to restore the 
standing of the speculative community in 
the eyes of the public? Perhaps the most 
essential requirement is that, in some way, 
there shall be absolute assurance that, so far 
as the existing agencies of speculation are 
concerned, all dishonesty or even sharp prac- 
tice shall be discontinued. It is unfortunately 
true that, for a long time past, there has 
been a tendency on the part of many to re- 
gard such sharp practice as almost insep- 
arable from speculation, and to condone it 
or perhaps to suggest that it is the duty of 


the buyer or dealer in stocks and bonds to 
look out for himself. 

This easy standard of morality has be- 
come almost traditional, and it takes very 
little to confirm the average man in the opin- 
ion that it is practically universal. In fact, 
no such statement would hold true, for there 
are multitudes of honorable firms who would 
not for a moment tolerate the methods which 
have become widely recognized as character- 
istic or representative of “Wall Street.” Yet 
there is enough of this laxity to sustain the 
public in the belief that the doubtful prac- 
tices are practically uniform. 

A second prerequisite to the restoration of 
public confidence is undoubtedly that there 
shall be some known and recognized means 
of ascertaining the solvency and reliability 
of brokerage houses. Many, who desire to 
buy or sell in the market, find themselves op- 
pressed by a feeling that they cannot safely 
hazard their funds because of lack of knowl- 
edge whether the concern to which they are 
entrusted is likely to fail or not. How far 
such an uncertainty goes in arresting specu- 
lative activity is obviously only to be im- 
agined. That it has a far-reaching influence, 
and that it strongly tends to impair the 
breadth of the operations of the community, 
even when other conditions would be favor- 
able, is self-evident. 

Finally, there must be conviction that 
there is no financial machinery which oper- 
ates against the “small man.” There is to- 
day much more than a suspicion in many 
quarters that, even though an individual 
may have succeeded in purchasing stocks 
under favorable conditions, he is likely to lose 
them unless he can actually pay for them 
without delay. Such a result, it is supposed, 
occurs by reason of unfavorable “margin” 
which work against him to such an extent 
that he is likely at any time to be “wiped 
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out” through sudden deterioration in values. 
There is more than a shadow of truth in this 
idea; even though, like many other notions, 
it may be exaggerated. Whatever basis there 
may be for it should be eliminated ; but, more 
than this, there should be convincing indica- 
tion to everybody concerned that the sus- 
picions so entertained are absolutely un- 
founded, so that the fears, however baseless 
they may be, that have been so widely cher- 
ished, may be rooted out. 

If this seems like a large programme of 
accomplishment, and if it be complained that 
no definite indication is given as to the way 
in which to proceed in order to reach the 
results mentioned, the answer must be that 
methods are secondary, and that the result 
is primary. It is the duty of those chiefly 
interested in the maintenance of a specula- 
tive market to see that that market retains 
public confidence. This duty also coincides 
with their self-interest, and it is for them 
to devise the ways and means by which to 
accomplish the purpose sought. If they fail 
in this endeavor it is certain that others will 
take over the task of reform, but such sub- 
stitute reformers are likely to undertake it 
in a way that will do more harm than good, 
and will incidentally hurt the delicate ma- 
chinery of speculation and finance without 
providing for any corresponding improve- 
ment of the soil in which it is rooted. 


OS 


SHALLOW HE recent trials of 
THINKERS ON various figures promi- 
SPECULATION nent in certain speculative 

circles have brought to the 
front more than the usual crop of shallow 
theories about speculation and its economic 
purpose. One broker, well-known in certain 
exchange circles, expresses the thought that 
speculation is always “paid for” by the pub- 
lic. The public, according to this view, has 
to lose in order that the broker may live. An- 
other takes the view that speculation absorbs 
a large “margin” of funds which intervenes 
between the producer and the distributor. 
According to him, if this speculative ma- 
chinery could be eliminated, the producer 
would then be able to charge the consumer 
more by an amount equal to the cost of dis- 
On this theory, the expense of 
speculation is borne by the producer, who 
gives it up in the form of lowered prices for 
his products. 

Of course, such stuff as this is the most 
arrant kind of nonsense. It is not true that 
the “public” has to lose in order to support 
the broker. At most, it might be said that 
one element of the public must lose in order 
that another element of the public may gain. 
The public as a whole pays the fees of the 
broker in the same way that it pays a return 


to its banker or to the railway that carries 
it. That this fee or commission is a dead 
loss is no more true in one case than in the 
other. If the broker performed no economic 
service, he would not be able to collect any- 
thing for his work. It would be about as 
fair to say that by dispensing with the ser- 
vices of a cook and eating all food raw it 
would be possible to pay more for foodstuffs. 
This might be theoretically true although the 
proposition has an obvious absurdity which 
is less apparent when it is applied to the 
brokerage business. But the analogy is a 
correct one. Shallow theories of speculation 
become widely accepted and inevitably do 
harm to those who propagate as well as to 
those who accept them. 
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RESIDENT HAR- 

DING’S journey to the 
West is described by a New 
York newspaper as being 
mentally and politically, as 
well as geographically, directed toward the 
setting sun. There may be justice in this 
characterization, but the trip with its speech- 
making is at all events giving a far more 
thorough picture of the ideas of the Chief 
Executive than the country has ever before 
obtained. 

Particularly interesting are his views on 
finance and allied subjects as set forth to 
the farmers in addresses enroute. He thinks 
of the recent Agricultural Credits Act as a 
crowning achievement, and promises the 
farmer all that aid which he has never before 
been able to acquire through ordinary loans 
extended to him at banks. He speaks of our 
trade and financial condition with its enor- 
mous hoard of gold as representing the 
height of prosperity. He is apparently dis- 
posed entirely to ignore the many and serious 
problems which must be confronted by any 
Executive who would protect the country 
against serious danger of a financial sort. 

With ideas of this kind dominant, in the 
mind of the President, we can scarcely feel 
surprised at the lack of a constructive policy 
in Washington, but must expect to continue 
pursuing a plan of opportunism, being 
guided almost entirely by the dictates of 
temporary advantage and apparent political 
expediency. There is no such suggestion, 
in what the President says, of remedial legis- 
lation designed to correct or improve bank- 
ing and financial measures that are now on 
the statute books; but, on the contrary, it 
would seem that the best to be hoped for is 
the continued maintenance of those which 
are now in force, while there is an imminent 
possibility of the enactment of still further 
laws of a drastic and more or less hazardous 
variety. 


PRESIDENT 
HARDING’S 
WESTERN 
TRIP 
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REAT danger has been 

encountered by the 
Treasury of the United 
States by reason of the fact 
that it has succeeded in showing a theoretical 
surplus for the year closing June 30, 1923. 
“God help the surplus” was the cry of a pen- 
sion commissioner some thirty years ago 
when the ancestors of the present bonus ad- 
vocates were battering their way into the 
vaults on the strength of their Grand Army 
records. This pious wish might well be echoed 
today, for the mere existence of a theoretical 
balance has already aroused the envy of 
bonus advocates and others, and has led to 
discussions of the use to which this surplus 
shall be put in practice. In fact, the bonus 
itself has again come to the front as an actual 
proposal. It is clear that, whenever the 
Treasury seems likely to emerge for the mo- 
ment from its difficulties, the immediate 
effect of such a condition is to bring down 
upon it a new horde of applicants for sub- 
ventions. 

President Harding in his Western trip has 
plainly told the public that it need not expect 
any early reductions of taxation; and that 
whatever may be done in that direction is 
probably a good way off. He has, however, 
pledged himself to a further curtailment of 
the public debt at such a rate as the surplus 
revenue of the nation will permit. This 
pledge cannot be made good if bonuses and 
extravagant expenditures are to be allowed 
to get a foothold. There is thus in sight a 
new and serious controversy, which may be 
expected to take form in the very near fu- 
ture, and which can hardly help coming to a 
head during the approaching session of Con- 
gress. It represents a situation which ought 
to enlist the attention of every man in the 
country who is called upon to pay taxes. 
But are any such men seriously giving heed 
to it? 


DANGER 
TO THE 
TREASURY 


<a 


NOTHER minor reac- 
tion in prices, this 
time amounting to about 
114 points, is indicated for 
June. This follows upon a slightly greater 
reaction for May last, the two months to- 
gether making a substantial recession. This, 
needless to say, has not, however, been re- 
flected in the prices of goods at retail, save 
for the fact that the latter are not now ex- 
pected to advance in the autumn as had 
originally been predicted. The price decline 
is undoubtedly wholesome, for the increases 
that were in progress during the early part 
of the year were tending strongly to out-run 
the growth of buying power among con- 
sumers. 
As for their effect upon the financial mar- 


REACTION 
IN 
PRICES 


kets, it is naturally one which tends toward 
readjustment. Reactions in such articles as 
copper, for instance, are necessarily reflected 
in the values of copper shares and account in 
some degree for reactions therein. The price 
declines, too, are essential if we are to re- 
store a more essential position in our for- 
eign trade. On the whole, therefore, these 


changes in volume must be regarded as 
working in the direction of genuine pros- 
perity and not against it. Belief in this view 
of the case undoubtedly runs counter to 
many accepted notions based upon the view 
that only when prices are advancing can 
genuine prosperity be expected to be realized. 


TEs 


RATHER remarkable 

situation in our for- 
eign trade now exists; and 
it is of a nature which has 
a very practical bearing upon home trade 
and security prices. During the past half 
year we have developed an unfavorable trade 
balance of perhaps $175,000,000 while we 
have imported net about $100,000,000 (or 
more) of gold. It is estimated that we have 
taken in the same period about $190,000,000 
in foreign securities. This leaves us owing 
foreign countries probably about $465,000,- 
000, or only about $50,000,000 to $60,000,000 
more than a year ago; for it will be recalled 
that during 1922 we had placed large quan- 
tities of foreign bonds in the United States— 
the total so taken amounting to perhaps 
$120,000,000 per month for the first half 
year. This situation shows that on the purely 
foreign side our business condition has not 
suffered from disturbance more than a year 
ago. Such influence as has been exerted has 
come largely from the greater influx of for- 
eign goods which, of course, has tended to 
force reaction in the domestic price field. 
Depression in foreign exchange rates in this 
market is obviously attributable chiefly to 
the home conditions prevailing in the various 
countries rather than to extraneous factors 
growing out of their foreign commercial re- 
lations. This gives exceptional importance 
to the current political conditions affecting 
European prospects. 


FOREIGN 
TRADE AND 
FINANCE 


CEs» 


UR attitude toward the 
market is best de- 
scribed on Mr. Wyckoff’s 
page. We believe the time 
has now come when investors may act within 
the limits therein stated, reserving a certain 
amount of buying power for later oppor- 
tunities. 


Monday, July 16, 1923. 


MARKET 
PROSPECT 
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What Will Be the Outcome? 


Germany's Maniacal Race Toward 
Economic Bedlam! 


Where the Avarice and Hypocrisy of Her Rulers Is Bound 
to Lead—German Mark Issues “The Greatest Swindle of 
the Age”—Will France Loosen Her Grip on the Ruhr? 


An Interview* with 
U. S. Senator DUNCAN W. FLETCHER (Florida) 


HE German madman is now writhing in the 

last stages of the mania, long quiescent, which 

became acute in July, 1914, and has ever since 
bedeviled the world. The affliction which has cost the 
world millions of lives and tens of billions of wealth, is 
due to moral paralysis and will now run its course 
until the old Germany is dead and a new Germany 
rises in her place. Germany’s fate is anchored in sixty 
years of her past. What she forecast by her past she 
is now experiencing. The wages of sin is death—for 


nations as well as men. 

This conception of the position of Germany arose 
in my mind as Senator Fletcher, a close student of 
the German problem, sketched the outlines of the 
tragic drama that step by step has gripped and bound 
Germany to penal tortures. 


“France will not let go 
any more than she would 


had 


let go at Verdun! 


“A Rotten, National Un- 
morality” 


“Through a rotten na- 
tional unmorality, based ‘ 
on a vicious philosophy 
of life and history, Ger- 
many rushed into war 
in 1914, with precisely | 
the same motives that 
a bandit has when he 
seeks loot at the point 
of a gun,” said the 
Senator. “The blindness the ancients were 
accustomed to say the gods first dealt to those 
whom they would destroy was upon her—for in all 
reason Germany had little to gain by a victorious war 
and everything to lose by a lost war. Her war was 
as stupid as it was horrible.” She lost the war and with 
it millions of her best men, practically her entire mer- 
chant marine, her whole great naval armada, many 
thousands of square miles of territory with great na- 
tural wealth and was sentenced to pay the stupendous 
fine of more than 200,000,000,000 gold marks. All this 
in place of a growing industrial and political greatness 
that nothing could have stopped had the world re- 
mained at peace. Clearly, the first place in Europe was 
about to become hers. 

“The chastisement that was dealt to Germany in the 
last battles of the Great War and that brought her 
whining to her knees in the forest of Compiegne when 
she ‘signed there,’ as Foch indicated, did not purify 
the great sinner. The ink was scarcely dry on her sig- 
nature to the treaty of Versailles when there was taking 


* Written for THE MAGAZINE OF WALL STREET by Theodore M. 
Knappen, 
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root in the minds that control Germany an idea that 
victory might be wrested from defeat by a great eco- 
nomic coup that was as ruthless and unmoral as the 
military stroke that was expected, in 1914, to make 
Germany over-lord of Europe. There was no inten- 
tion of paying the reparations bill, and to that default 
was to be added a stupendous plot of monetary manipu- 
lation. This was the program of the new offense 
against the morals of the civilized world: 

“First—Evade the payment of reparations, and 
thereby escape the war burdens justly imposed by 
the wronged victors. 

“Second—Deflate the currency and wipe out 
the domestic war debt, represent- 
ing practically the entire cost of the 
war debt to Germany, which had 
been paid in paper money and bonds— 
mostly the former. 

Third—Sell the de- 
flated paper to the 
credulous investors 
Senne vodlian of foreign nations, 
that she must pay and thereby get pos- 
and pay now!” session of hard gold 

in exchange for 
worthless paper. 


As “Sound” as the 
War Program 


“Here was a pro- 
gtam that appeared 
as brilliant and as 
sound to the warped 
; German mind as the 
Grand General Staff’s elaborate program for the con- 
quest of France in 1914. If it did not collapse at some 
new Marne of the economic sphere, it promised that 
Germany would issue from the aftermath of the war 
without financial penalties, with no crushing war debt 
and with a colossal pile of gold with which to resume 
her commercial advance to world supremacy. That the 
gold was to come from the guileless nationals of erst- 
while enemies added a humor to the situation that was 
much enjoyed in Germany. 

“Now, let’s see how this program of offsetting mili- 
tary defeat with economic ruse and stratagem has 
worked out. Five years have elapsed since Germany’s 
war lords realized that all the humiliation of hopeless 
and final defeat was theirs. Reparations, long evaded, 
are still unpaid, and while the stipulated amount is 
derided no reasonably abated amount has been sug- 
gested. France and Belgium have restored their dam- 
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“Indeed, she will 
grip harder and 
harder until at last 





“Already the velocity of the mark's depreciation has out- 
run that of the printing press. 


“The present thirteen trillions of marks will soon be 
twenty trillions!” 


aged territories at a cost of about $9,000,000,000 gold, 
added to their immense war debts, and are carrying a 
terrific load of national debt. Germany has got rid of 
her national debt by the simple process of inflation. In 
the international industrial race she stands erect and 
stripped, while France, England, Belgium and Italy are 
bent with burdens and bound with obligations. At the 
same time the poor investing fools of the United States, 
Great Britain, Scandinavia, Holland, and even of 
France itself have creduously exchanged their hard- 
earned hard money for worthless German marks. I 
am reliably informed that the German banks and Ger- 
man nationals realized not less than $8,000,000,000 
from the mark bubble—the most stupendous swindle of 
the ages. The United States contributed at least a bil- 
lion of it—England about $2,500,000,000. I don’t say 
that this huge sum was moved to Germany, though un- 
doubtedly some of it was; it mostly remains in foreign 
lands as concealed and safeguarded capital for the re- 
newal of Germany’s foreign holdings and commerce, 
and is accountable for the financing of much of Ger- 
many’s imports. Thus, at the moment, Germany stands 
scot-free of the financial penalties and costs of the war 
of wars and actually holds billions that she has ex- 
tracted from her enemies by a stroke of financial 
wizardry, while her erstwhile foes and supposed con- 
querors are groaning under the burdens of victory. I 
say extracted from her enemies. This is true in the 
national sense, but the irony of the situation is that in 
this country, at least, most of the investors in marks 
were well-wishers of Germany—either old or new 
friends. In her subtle peace offensive she has filched 
her friends. 

“The poor Germans—at 
home or abroad! I am 
truly sorry for them—so 
much so that I believe that 
I speak without bias and in 
no spirit of vindictiveness 
when I deal with the wrongs 
inflicted upon this remark- 
able people and the world 
by leaders who have an 
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monstrous inflation policy. 
ing in agony!” 


“The misery of Germany is the misery of those of / 
her classes that she herself has ruined by this 
They are paying—pay- 


antipathy for candid thinking and responsible doing. 

“I do not say that all this was a deliberately con- 
certed plan at the beginning, but I do say that it has 
been consciously adopted and understood by the Ger- 
man leaders as events and their efforts have unfolded 
it. The unabated, indeed, geometrically accelerated, 
production of the mark is proof to me that the Ger- 
man leaders have decided upon complete repudiation 
of their war debts as well as their war penalties. The 
time is near at hand when the paper mark, now being 
produced at the rate of one trillion a week, will be 
utterly useless for domestic trade. Already the velocity 
of its depreciation has outrun that of the printing 
The present thirteen trillions of marks will 
soon be twenty trillions. Soon they will have value 
neither in fiction nor hope. Then and not until then 
will Germany stabilize the mark—stabilize it at zero; 
wipe off all the monetary meaning and debt significance 
of the present mark, and start over again with a new 
currency system. There is nothing to prevent her from 
doing this—for it is purely a question of internal in- 
tegrity—but it remains to be seen whether she can as 
easily escape the obligations of the reparations. 


presses. 


The Industrial Magnates 


“The inflation of the mark to the dissipation point is, 
however, closely related to the reparations problem. 
During its progress the German middle-class investors 
and creditors have been virtually ruined, but the great 
industrial and speculative lords have acquired most of 
the substantial wealth of the nation. Now, if repara- 
tions are paid, they will have to pay them. They own 
the German gold or properties abroad and they own 
all the means of manufacturing production at home. 
The people have the marks and they have the goods. 
To save their massed wealth, dominate Germany and, 
perhaps, the world, these plutocrats must defeat the 
payment of reparations. If they accomplish that they 
will be more advantageously placed than any other in- 
dustrial group in the world. 

“When the French occupying troops entered the 
Ruhr, General DeGoutte remarked that the last battle 
of the war of 1914-18 was beginning. ‘Who wins it,’ 
he said, ‘wins the war.’ He spoke the truth. If Ger- 
many evades substantial and just reparations pay- 
ments, her untaxed industrialists, her debt-free govern- 
ment—after repudiation—with the impoverished mil- 
lions who must toil feverishly to rehabilitate themselves 
—will have tremendous advantages over the manufac- 
turing exporters of her antagonists in the war. But I 
believe they will wreck themselves and Germany on 
the rock of that same French tenacity that wrecked 
their war plans. France sees the 
situation without vagueness or 
obscurity. Germany is playing 
a great new offensive that 
will upset the war’s results /-, : 
unless it is countered. She A 

(Please turn to page 561) = 
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Read this carefully! 


It’s worth your while— 


Why Some “Split-Up” Stocks Are 


Not Cheap 


Psychology vs. Fact in Comparing Market Quotations 


By HERBERT TYSON 


during the last six and 








6 UT-UP” stocks are 
te not issues which 
perform market 
gyrations, necessarily, 
but are those securities 
which have been split-up 
in the last few years by 
svock dividends. The 
Standard oils are the 
classic examples of this 
form of financial leger- 
demain, having begun a 
series of stock dividends 
not long after the dis- 
solution of the Standard 
Oil Co. in 1912, and the 
distribution of the stocks 
of its thirty-three sub- 
sidiaries to the Standard 
Oil stockholders. 
The ° General 
may be said to have re- 
vived the style and made 
stock dividends fashion- 
able in 1918, when the 
amount of its junior 
issue was increased to 
$150,000,000. Since that 
time stock dividends 
have been numerous. 
The first six months of 
the current year have 
been _ notably prolific, 
there having been a veri- 
table flood of stock divi- 
dends, compared with the 
same length of time in 
former years. 
The general public 
which little knows nor 


Security: 


ctual | 
Theoretical 


Actu 
Theoretical 


Actu 
Theoretical 


Actual 
Theoretical 


ctual 
Theoretical 


ctu 
Theoretical 


Actu 
Theoretical 


Actual 
Motors Theoretical 


Actual 
Theoretical 


ctu. 
Theoretical 


North American, com., 

Stand. of N. J., com., 

Studebaker, com., 

Standard of Cal. 

Gen. Motors, com., 

Bethlehem Steel “B”’ 
al 

Continental Can, com., 

California Pet., com., 

Crucible Steel, com., 


American Tobacco, com., 


1921 
Low 


1919 
High 


67 32% 
67 64 


798 124% 
1596 691 


151 
189 


435 
118 


328 67 
328 272 


406% 9% 
895 351 
112 41% 
113 42 


103% 343% 
137 89 
56% 25 
57 14 


261 49 
261 98 


111% 


314% 
243 | 


314% 


How the Market Prices of Ten Split-Up Stocks Would 
Compare if Stripped of the Stock Dividend Mask 


In the above table, the “Actual” prices shown are the prices at which 
transactions occurred, according to the records. 

“Theoretical” prices represent, as nearly as can be determined, what 
the original, undivided securities would have sold and be selling for, based 
on Actual prices, had there been no split-up in them. ; 

There is much food for thought in the comparisons given, especially as 
regards the comparative market-price position of the issues tabulated. 
Thus, as the writer says, “while these stocks are considerably under the, 
high prices for the current year, they could go much lower and still not 
appear cheap, provided the ‘level of the eye’ were fixed on the before- 
stock-dividend quotations.” 


one-half years, and shows 
where the old stock would 
now be selling provided 
there had been no change 
in capitalization (see ac- 
companying table). It is 
conceded that this second 
estimated price is theo- 
retical, since it is based 
on the present actual price 
and it cannot be dogmati- 
cally stated that the theo- 
retical price would bear 
the exact ratio to the ac- 
ae tual price as the present 
capitalization bears to 
former _ capitalization. 
California Petroleum 
common, for instance, 
closed at 90% on May 1, 
and the new stock closed 
the next day 23% or the 
equivalent of 93 for the 
_ old stock. While the ra- 
tio is not exact, there- 
fore, it is close enough 
to substantiate the pur- 
pose to this article, 
namely, that many issues 
are not as “cheap” as 
they seem. 

Those cut-up issues 
which bulk largest to the 
market eye and which 
are included in this dis- 
cussion are North Ameri- 
can common; Standard 
of New Jersey common; 
Studebaker common; 


1923 
High 


24% 
265 


44% 
1098 


12634 
346 


64% 
527 

17% 
571 


50% 
192 


29% 
450 

84% 644% 
184 140 


141 


161% 
357 845 





Standard of California; 





long remembers, market- 
wise, does not always 
stop to think that a stock which a 
year previous sold at 100, has since de- 
clared a stock dividend of 100% and is 
now selling at 50, is in reality selling on 
a parity with its former price of 100. It 
“looks cheap,” but in reality it isn’t a 
penny cheaper than twelve months be- 
fore, insofar as the word “cheapness” re- 
fers to the contrasted lower quotation. 
The buyer, even if he stops to think that 
there is now double the amount of stock 
outstanding as compared with a year pre- 
vious, nevertheless often feels justified in 
purchasing at 50 when 100 seemed “dear.” 
There is a subtle market psychology in 
“stock-dividend” issues which has an in- 
sidious appeal. 

When Steel common crossed par on the 
floor of the New York Stock Exchange 
the assembled brokers burst into cheers. 
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There was much the same enthusiasm as 
at a race track when the favorite flashes 
under the tape, a winner by a nose. Sell- 
ing at this writing in the lower nineties, 
Steel common, which not so long ago was 
regarded as high at present prices, is now 
looked upon as low. This phenomenon 
was once characterized by a well-known 
financial writer as the “level of the eye.” 
As price rises, the point of view, or level 
of the eye, rises with price. The higher 
price then comes to be regarded as on a 
normal and natural level. It is human 
nature to lower the level of the eye only 
with reluctance. 

There are many issues now selling at 
prices which superficially suggest bargain 
levels. Some of them are market leaders. 
This article takes up ten leading issues 
with important changes in capitalization 


General Motors com- 
mon; Bethlehem Steel “B”; Continental 
Can common; California Petroleum com- 
mon; Crucible Steel common, and Ameri- 
can Tobacco common. 

Figuring the theoretical price of old 
stock, using the price of new stock as of 
June 2nd as a basis, is both a complicated 
and arduous task. There are not only in- 
creases in common stock to be considered 
but increases or decreases in preferred 
and often changes in par value. In the 
case of General Motors, for instance, 
there are five different stock issues of 
which the statistician must take account. 

Graph A shows the average composite 
price of the above mentioned ten stocks 
at the low of 1917, the high of 1919, the 
low of 1921, the high of 1923 and the clos- 
ing as of June 27, 1923. The dotted line 
is a theoretical average composite price 
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was the indoor and 
outdoor sport of 
demagogues a cor- 
poration earning 
6% on a capitali- 
zation of $100,000,- 
000 looked much 
less prosperous 
than one earning 
24% on $25,000,000. 
When the candi- 
date for office had 
to stop and ex- 
plain that the earn- 
ings on the larger 
capital were in 
reality but the con- 
cealment of earn- 
ings on a smaller 
capital, he was apt 
lose the close 


PRICE attention of his 








This chart traces the composite average price of ten “split-up” 
stocks, as contrasted with the theoretical average price of the 
same issues if no stock dividends had been declared 


which it is fair to assume the ten stocks 
would have closely followed provided 
there had not been important changes in 
capitalization. The difference between the 
two lines expresses the net effect of stock 
dividends upon market quotations of these 
companies. A specific example is that of 
Standard Oil of California whose real 
and theoretical fluctuations are contrasted 
in Graph B. 

In 1917, Standard of California had a 
capitalization of 993,373 shares, par 100. 
At the present time, the outstanding capi- 
tal consists of 9,717,072 shares of 25 par. 
Multiplying the present number of out- 
standing shares by the price as of June 27 
last, gives the net market value for the 
companies’ properties of approximately 
$476,000,000 on that date. Dividing this 
market expression of the company’s worth, 
by the number of shares of stock out- 
standing in 1917, gives 479, or the figure 
the old stock might be expected to have 
sold on June 27 provided there had been 
no change in the capitalization. The table 
herewith shows the actual prices or ex- 
stock-dividend prices of the ten stocks 
ind the theoretical prices at the high and 
low points of the market in the last six 
and a half years. 

It will be at once evident that while 
these stocks are considerably under the 
high prices for the current year they could 
go much lower and still not appear cheap, 
provided the level of the eye were fixed 
on the theoretical or before-stock-divi- 
lend quotations. . 

Inasmuch as a stock dividend is merely 
a matter of expressing a value in the 
terms of more units, such as would be 
the case if one cut up a five-dollar bill 
and made the two halves worth $2.50 each, 
the question naturally arises as to the rea~ 
sons for the cutting up. As far as the in- 
vestor is concerned he has two or more 
certificates in his strong box instead of one. 

In the early instances of Standard oil 
stock dividends the impelling motif was 
unquestionably the desire to camouflage 
earnings. In those roaring anti-trust days 
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auditors. An at- 
tack requiring an 
explanation not 
readily grasped by 
the lay mind lacked conviction. 

The recent outpouring of stock divi- 
dends primarily have their basis in the 
matter of taxation. Undivided surpluses 
and large cash dividends would mean 
heavy levies on large stockholders. The 
latter prefer to have their equities in their 
pockets in the form of stock certificates, 
rather than in the form of cash or in the 
company treasury in the form of surplus 
which would have to contribute heavily 
to the U. S. Treasury. The Supreme 
Court decision upholding the exemption 
of stock dividends from taxation has jus- 
tified recent stock-dividend declarations. 

A third purpose of stock dividends is to 
capitalize values. In the case of Standard 
of California, for instance, the great de- 
velopment in the oil fields of the Sunset 
state has given an enormously increased 
value to properties which the company ac- 
quired at compara- 
tively small cost. 


It is sound business to pay 5% or 6% 
on $50,000,000 in stock and by keeping 
that amount of money in the treasury 
earn eventually several times the 5% or 
6% annually for the stockholders. 

It should be the ambition of every well- 
managed company to see that its securi- 
ties eventually become firmly lodged in 
the hands of investors. Investment dis- 
tribution is more easily arrived at when 
securities are selling at less than $100 a 
share than when they are selling at sev 
eral times that figure. There are thou 
sands of small investors who can pur 
chase around $50 or $75 a share wher 
$150 or $175 would be a prohibitive price 

As market activity is essential to invest 
ment distribution and as it is easier and 
more convincing to create activity at low 
prices instead of high, we find another 
reason for stock dividends. This is a 
trade secret of the Street the truth of 
which it would be difficult to get anyone 
to admit. But it is none the less true 
or important on that account. Everyone 
knows that stocks don’t “go up” but are 
“put up” and that successful distribution 
can be accomplished only on a rising mar 
ket. On the ethics of manipulation th« 
pros and cons will argue to the end of 
time. When the late James R. Keene was 
employed to “distribute” Steel common 
shortly after the incorporation of that 
concern there were many criticisms of 
his so-called manipulation, especially when 
the issue sold down close to the vanish 
ing point. Eventually the end justified 
the means and those who bought Stee! 
common then for investment and hold it 
yet have no cause for complaint. 


It is apparent, then, that the word 
“cheap” as applied to stock prices may be 
a misnomer. The investor must always 
delve deep. He must determine for him 
self whether market valuation is a true 
valuation of the company’s properties anc 
earning capacity. He must not be mis 
led by a comparison with other prices at 
other times, 








It is quite fitting 
that these increased 
values should be 
expressed in terms 
of capitalization. 
Another purpose 
is the conservation 
of cash. A com- 
pany with a con- 
stantly expanding 
business, such as 
General Motors, 
requires an in- 
creasing. working 
capital. If $50,- 
000,000 were dis- 
tributed in the 
form of cash in- 
stead of a stock 
dividend the com- 
pany would in all ie) 
probability be com- w 
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pelled to forego 
some very advan- 
tageous opportuni- 
ties for extension 
of its activities. 


This chart traces the price movement of a single issue—Standar: 
Oil of California—comparing its actual market range with th: 
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Inside Tips 


On Making 


Your Fortune 


The True, Unvarnished Facts About Several of the Most 
Spectacularly Successful in the Street Called “Wall” 


By RAYMOND HALL 
Illustrations by Art Helfant 


of the successful rich man, so most 

of us have felt, is that it is not ex- 
plicit enough on the important question of 
exactly how he did it. It tends to abound 
in perfectly respectable but perfectly use- 
less generalities, about “honesty is the best 
policy,” and “procrastination is the thief 
of time,” and so on, which we have known 
all our days and been none the richer for. 
But when it comes to the actual facts, 
there are so many details to be re- 
membered if one wants to learn how 
people get rich that eventually it all be- 
comes a confused mass. About all we 
finally emerge with is that Daniel Drew 
sold Southern Pacific stock short, thus 
precipitating a corner in which the Goulds 
and Vanderbilts had to sell out to Jim 
Fisk to rescue J. W. Gates’s holdings of 
New York Central. Or words to that 
effect. 

In view of the very obvious need, and in 
line with our desire to help the public on 
its way toward financial independence, we 
have decided to change this state of 
affairs. In the following paragraphs we 
shall give the condensed biographies 
of several men who have “cleaned 


‘i trouble with the usual biography 


Antoine Pirouette, 
who landed here 
some twenty 
years ago, penni- 
less, attributes 
his phenomenal 
success to tips 
received on 
Broad Street. 
But, as you'll 
learn, if you'll 
only read the 
story, they were 
tips of a very 
different kind 
from the ones you 
and I get—and 
ee —— follow! 








up” in Wall Street, telling the whole, un- 
varnished truth of how they did it. Let 
the reader learn what lessons he may. 


How Simpkins Did It 


First, there is the noble case of Obadiah 
Simpkins, who sinfully put in part of a 
Sunday afternoon in rummaging around 
old Uncle Jonah’s trunk in the attic with 
a view to utilizing it as a garden seat. 
Uncle Jonah had been a queer man, always 
reckless and risky-like, and had been to 
Boston more times than you could count. 
Well, way at the bottom of the trunk 
there was a big disorderly heap of yel- 
lowed old stock certificates with green 
borders. 

Obadiah didn’t know whether to sell 
them to the local junk dealer or to the 
Historical Society, but by dint of asking 
around he discovered that the proper 
people to ask were the stockbrokers. The 
customer’s man who received him first 
looked at him skeptically and soméwhat 
suspiciously, but on closer examination, 
“You darn old fool,” he exclaimed, “why 
these are old Bell Telephone stock certifi- 
cates! They’re worth hundreds of dollars 
a share. Man, you're a millionaire!” 

And so Obadiah journeyed down to 
Wall Street to dispose of his certificates, 
and that was how he made his fortune. 

It may be a little hard to state exactly 
what the moral of this little “Success 
Story” is, whether it means that one ought 
not to waste Sunday afternoons or buy 
ready-made garden seats or keep away 
from Wall Street unless one has a pile of 
Bell telephone certificates in his hand. 
While this point is being determined, let 
us go on to the strange and arresting nar- 
rative of Antoine Pirouette. 


Here is Another Way 


Antoine is known definitely and without 
a doubt to have landed in Wall Street 
twenty years ago without a cent—“sans le 
sou,” as he would say with his thumb 
under his upper teeth, while now he is be- 
lieved to be worth all of forty thousand 
dollars, all acquired in the Street. His 
earnings have fluctuated, of course; he has 
made his big killings during bull markets, 
but has managed to come out ahead even 
in the worst of panics. 

He claims that the lines in which he 
specializes are practically immune from 
depression, and are more staple than steel 
or coal. He does not claim to have elimi- 
nated the element of chance altogether, 


Terence Connolly 


Bricklayer, made the neat little sum of 
ten thousand iron men in five seconds 
in Wall Street. He was wurrkin’ on a 
bit of a bricklayin’ job, you see, and— 
but, here! Read the story! 


but years of practice have taught him how 
to extract the last possible nickel from 
the game. 

Antoine is a waiter at Joe’s, the big 
restaurant on Broad Street, where, it 
whispered, Moregain and Rockyfeller and 
Doughheny and Doughherty and Melon 
often dine. He attributes his success to « 
cumulative influx of tips and an almost 
complete ignorance of the English lan- 
guage, complicated by partial deafness, 
which has made it impossible for him to 
collect any flying scraps of misinforma- 
tion. 


Speed in Making a Fortune 


At the opposite extreme in the matter 
of speed in making money in Wall Street 
is Terence Connolly, bricklayer. He made 
the neat little sum of ten thousand iron 
men in one day in Wall Street—in fact, 
in rather less than five seconds. 

He was wurrkin’ on a bit of a 
bricklayin’ job on the thirty-second floor 
of a building in Broad Street when be- 
gorrah but the platforrm he was standin’ 
on brruk and he wint down head firrst 
smack onto the pavement. With slightly 
disastrous consequences to the aforesaid 
cranium, which stood the shock manfully, 
however, and what with the insurance 
company and the employers’ liability and 
the K. of C. lodge and so on, the incident 
netted Terence a neat ten thousand. 

Th’ ways of the Lorrd are mystherrious, 
and ten “grand” will buy an awful slew of 
beer, which seems to be about the only 
moral derivable from this “Success Story.” 


* * * * 


Another of our heroes does his cleaning- 
up of Wall Street, not in a steady sequence 
of twenty years, nor at one stroke, but 
day in and day out, always beginning all 
over again, always making a brilliant suc- 
cess of it, through perfectly honorable and 
above all, clean, methods. 

We refer, of course, 
cleaner. 
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CAPTAIN ROBERT DOLLAR 
A.C. BEDFORD BEGAN AS COOK~BOY IN A 
STARTED OUT AS OFFICE BOY LUMBER CAMP 
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GEORGE M. REYNOLDS WAS A FARMER'S BOY~ ~~ 
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Why Labor is Sore— 
Why the Farmer is Sore— 
Why the Business-Man is Afraid! 


A Plain Statement of Definite, Underlying Developments Which 
Are Burrowing at the Roots of Our Social and Economic Structure 


HEN talk is heard of the discon- 

tent of the farmer or the increas- 

ingly rebellious attitude of labor, 
it is the instinct of the Mr. Ordinary Citi- 
zen to pay no more attention to it than if 
he had heard that an exploring scientist 
in Mesopotamia had announced the dis- 
covery of the origin of the dodo. Through 
some extraordinary mental process, it is 
seemingly impossible for him to under- 
stand that these labor and farmer move- 
ments contain more than a purely abstract 
significance. 

It is only when there is a strike on the 
railroad which prevents Mr. Citizen from 
reaching his office on time or when, on 
account of a coal strike, he has to pay 
bonuses of large dimensions to procure 
his coal, that he begins to sit up and take 
notice. Yet even this sporadic attention 
to the major problems of the day sub- 
sides without much effort, when their 
effect is no longer apparent to him as an 
individual. 

Perhaps it is because we have become 
dulled to big events, having had so many 
of them in the past decade, that we no 
longer appreciate the immensity of the 
forces that are slowly threatening. to 
change the economic aspect of this coun- 
try. Perhaps the strain of the war and 
post-war period has left us in the atti- 
tude of the much-harassed man who 
solved the problem created by his growing 
difficulties by the simple expedient of run- 
ning away from them. Howsoever this 
may be, there can be no denial of the fact 
that the rank and file of us is paying alto- 
gether too little attention to the mount- 
ing discontent of the producing classes in 








Underlying the downward trend 
of the securities markets and the 
steady spread of business pessimism 
are three important developments. 
The first is the impending ccllapse 
of Germany. The second is the 
fact that business has reached its 
peak. The third is the rapidly de- 
veloping antagonism of the Farm- 
Labor interests to the existing Gov- 
ernment and business control—an 
antagonism which has already ex- 
pressed itself in any number of 
highly definite ways. 
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By GEORGE M. BRANTING 


this country, that we are too much in- 
clined to take the easy road of oblivion. 

Yet the time is not far off when the 
force of the farmer-labor movement 
will become apparent to even the least 
observant of us all. 


The Growing Radical Movement 


When it is appreciated that whole states 
in the middle-west are under the growing 
influence of the farmer-labor movement, 
that the power of the radical bloc in Con- 
gress is undisputed, that the railroad 
officers live in fear of another demand 
for higher wages by the powerful Broth- 
erhoods, that the lockout of the building 
interests against its labor has proved a 
fiasco, and that, in a nutshell, the force 
of the labor movement in many directions 
is gaining strength daily, it will be appre- 
ciated that the problems presented are of 
the most urgent practical importance. 

Furthermore, with the coalition of the 
farmer-labor forces closer and closer at 
hand, with the expert leadership which 
they possess not only in the halls of 
Congress but in the great labor and 
farm bodies, their position in this 
country is now certainly one to be re- 
spected and feared by the interests 
which are inimical to the advancement 
of the ideals held by these great 
groups. 

How this all came about in so short a 
space would take more space than that 
allowed the writer. Still a brief summary 
is permissible. In the first place, the 
strength of labor is primarily due to the 
unwise tactics of the opposing interests. 
Instead of taking a broader view of the 
economic necessities of the nation, em- 
ployers of labor in too many cases have 
pursued tactics of antagonizing this most 
essential class of the population. Dis- 
putes over wages have led to bitter indus- 
trial conflicts which have left their mark 
on the spirit of labor, besides doing im- 
measurable harm to the rest of the coun- 
try. 

Last year’s railroad and coal strikes un- 
doubtedly have cost this country over one 
billion dollars, an amount sufficient to 
have covered approximately 25% of the 
national expenditures for that year. 

Additionally, labor has not felt itself 
well represented in legislation, local, state 
or national, and, heartily fatigued by 
promises which were never met, is now 
resorting to electing its own men to posi- 
tions of power. That, for example, will 


explain the tremendous effectiveness of 
the La Follette contingent and the success 
in State politics recently had by the 
farmer-labor party in the West. 

Added to all this reason for unrest, say 
the labor leaders, is the high cost of liv- 
ing, the inability to secure living quarters 
at reasonable figures and the periodic 
sieges of unemployment. Thus runs their 
complaint, now swelled into a chorus from 
East to West. 

Turning to the farmer, there is no 
question that his position is desperate, par- 
ticularly the farmers of the West. With 
his purchasing power down below that 
even of 1913, his position is probably the 
poorest of any of the large national 
groups. In desperation, though normally 
conventional in his politics, he has turned 
to the radical leaders for relief. Of even 
greater importance, realizing the effective- 
ness of joint action, he has recently shown 
more and more willingness to merge his 
interests with those of labor. 

There are over 20 million farmers in 
this country and probably the same num- 
ber in the labor groups. It is not difficult 
to foresee the power that can rest in two 
such titanic forces. These forces are 
slowly being solidified and they will un- 
doubtedly leave their mark after they have 
struck their blow. 


The Next Congress 


This brings us to the next Congress 
which will convene again next winter. 
That Congress will have to decide many 
important questions, All of them are sup- 
ported by the leading farm and labor or- 
ganizations. Let us see what these ques- 








This article deals with the Farm- 
Labor factor, pointing out that, in 
the not-far-distant future, there are 
likely to be changes of widespread 
significance to the political and 
financial scheme of things, while to- 
day we seem to be standing at the 
vortex of a volcano, whose greatest 
eruption has yet to occur. Whether 
or not we agree with these conclu- 
sions, we certainly cannot afford to 
ignore what bids fair to become the 
most vital of all the influences 
which contribute to the shaping of 
American history. 
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A great deal of mischief may be attributed to the hypothesis that 
high wages, in and of themselves, are necessarily ruinous to the employing 


classes. 
fallacy of this position. 


As a matter of fact, a sound economic viewpoint will teach the 
Lowered wages portend a correspondingly con- 


tracted purchasing power, and, as everyone must surely realize, it is the 
public purchasing power upon which business activity depends. 








the 


ions will 
ollowing : 


be. Among them are 


Control of the Government by 
the working classes. 

Abolishment of United States 
Courts. 

Limitation of the power of the 
U. S. Supreme Court. 

Government ownership of the 
railroads. 

Stabilization of agriculture 
through Governmental measures. 

Revision of taxes. 


This stupendous program, if carried 
into effect, would make ours essentially 
a Government not much different from 
the present Russian type. 

The fact that the farmer-labor interests 
feel warranted in putting up such a pro- 
gram indicates the bitterness of their feel- 
ings. 

Fortunately the program will probably 
fail in most if not all respects, simply be- 
cause, powerful as the radical elements 
ire, they are not yet sufficiently powerful 
to be able to force their legislative projects 
into law. 

The real significance of the coming 
radical attack in Congress does not con- 
sist of any possible laws that may arise 
is a result but in the steadily increasing 
determination of the farmer-labor cohorts 
to eventually work their will. As a trend 
in national political development, it 
will bear the most careful watching. 

It has been many times said that though 
even the rest of the entire world were 
operated on a Socialist basis, this country 
would still remain for a long time the last 
stronghold of what is known as Capital- 
ism. Such an argument may appeal to 
the invincible ignorance of those who have 
not got their ears close to the ground. 
Those, on the other hand, who are ob- 
serving developments with an impartial 
eye, have different reports to make. What 
they have to report is a succession of at- 
tempts on the part of the farmer and 
laborer to break away from the old par- 
ties and seek relief according to his needs, 
even if it means state Socialism. 

Whether we are to build up a large 
labor party with farmer affiliations in this 
country, somewhat along the English lines, 
is seriously open to dispute; and herein 
lies the real weakness of the farmer-labor 
cause. Contrary to conditions in England, 
where the interests of all but a small and 
insignificant portion of the labor classes 
are similar and where action is taken only 
from the viewpoint of what good it will 
do to the country as a whole, we have 
many different and conflicting labor groups 
in this country, which thus far have not 
essentially been able to work in harmony; 
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even to preserve their own interests. 

This diffusion of interests has been 
efficiently taken advantage of by the large 
employers and corporations with the result 
that thus far the labor interests have been 
able to “put over” very little important 
legislation. 


Hostile Interests Within Labor 


Furthermore, in this country, large 
labor groups are hostile to the interests of 
others. Thus building labor will insist on 
terrifically high wages, although by so do- 
ing, it places all other labor at the mercy 
of the building interests. The coal miners 
will insist on higher wages, forcing up 
the price of coal, and thereby advancing 
the cost of living for the rest of the work- 
ing population. The railway unions will 
insist on maintaining high wages, thus in- 
creasing the cost of transportation and 
thereby increasing the cost of living for 
the country, at large. It is obvious that 
labor, by operating in this manner, has 
tended to defeat its own purposes. Nor 
can it ever be successful unless all the 
labor groups merge their interests. 

Still, it is to be noted that labor is at 
last beginning to develop a national rather 
than a local consciousness. This move- 
ment is in its infancy, to be sure, but 
judged by recent developments in the 
middle West, it is one that will be re- 
spected more and more as time goes on. 


Immediate Consequences 


From the viewpoint of immediate conse- 
quences, it is to be doubted that the 
farmer-labor movement can have really 
important results except to fasten the gaze 
of the entire nation upon its activities and 
thus give it the publicity which it has 
hitherto been lacking. On the side of its 
more fundamental aspects, however, there 
is genuine reason for regarding this move- 
ment as a significant symbol of what may 
come to be one of the most important 
turning points in American history. 

That both of the old parties are dis- 
credited in the eyes of the farm-labor 
section of the population cannot be 
denied. Only the most unobservant 
of men will fail to agree with this 
Statement. The attempt at third- 
partyism. therefore, now in 
its early stages, should 
be given a position of 
importance among 
other leading de- 
velopments. 


As to its effect on the national economic 
status, there is a great deal of room for 
dispute. While it is true that the aims 
of the farmer-labor movement and those 
of Capitalism as presently constituted in 
this country are as divergent as the poles 
themselves, it is by no means impossible 
that the movement possibly may eventu- 
ally terminate in a better understanding 
of the real needs of the country, as a 
whole. 

Certainly, a great deal of mischief has 
been created, for example, by the hypo- 
thesis that high wages are ruinous to the 
employing classes. As a matter of fact, 
a liberal economic viewpoint will indicate 
that the higher the wages, the greater the 
spending power and the more firmly se- 
cured our economic position. The safe- 
guard of this nation does not consist 
of holding wages down but rather the 
reverse. Prosperity can more easily 
be maintained by maintaining a high 
standing of living which can only be 
secured by maintaining an adequate 
wage scale. Only a short-sighted policy 
on the part of manufacturers and other 
employers of labor will defeat this end. 

If it be true that the best interests of 

(Please turn to page 556) 
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Beating America in the Export Game 


Do Americans Really Want An Export Trade?—Selling 
Earthquake Medicine—The Vices of Our Business Virtues 


6 HAVE often 

I wondered 

if the Am- 

erican business 

man really wants 

an export  busi- 

ness,” said a vet- 

eran exporter to 

the writer, “judg- 

ing from the am- 

ateurish way he 

goes about getting 

one. Take the 

average American 

business man, 

keen, anxious to 

give service, more 

eager to build up 

repeat orders than 

to make a _ spec- 

tacular showing 

on ‘never again’ 

business, and let him try to sell the same 

sort of goods to customers who are not 

radically different from his own people. 

He becomes a different sort of man alto- 

gether. He considers his own convenience 

above that of his customers; he makes no 

effort to build up good-will; he wants to 

build Rome in a day; in a word, he is 

guilty of all the business errors that would 

never occur to him in domestic business. 

I cannot tell you why this is, but I could 

give you a list of horrible examples that 
would make your blood run cold.” 

The arraignment may have been too 
hastily drawn up, but no man can _investi- 
gate the question without admitting against 
his wishes that in great part it is right. 
Time and again we hear of exporters who 
send apparatus to Latin-American coun- 
tries with the sizes marked in feet and 
inches, which the customer does not begin 
to understand. Some exporters do not 
think of studying up the customs regula- 
tions of the countries to which they sell, 
and pack their goods in bulky loose pack- 
ages when the same weight would go into 
a compact one. The result is that where 
the tariff and the “octroi” are payable ac- 
cording to bulk, the customer has to pay 
out more money that he expects or needs 
to, and the further result is that the ex- 
porter finds an unaccountable drying-up 
of orders at the source. 


Peculiarities Should Be Considered 


Similar lack of consideration of the 
peculiarities of export customers can be 
found all along the line. One firm tried 
to sell a line of candies that had made a 
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great hit in the United States, partly as 
a result of a clever advertising campaign 
which made free use of baseball ver- 
nacular. As a result, the prospective cus- 
tomers were bombarded with circulars 
and posters informing them that the can- 
dies in question “hit a home run every 
time they stepped to the plate,” that they 
“were Babe Ruth, Ty Cobb and George 
Sisler all rolled into one,” and much more 
to the same effect. Naturally, the pros- 
pects remained prospects and not cus- 
tomers, and the enterprising Americano 
was out of pocket several thousand dol- 
lars. 

If one were to add up all the business 
that has been lost to American exporters 
through sheer lack of interest in the pe- 
culiar twists and taboes of non-American 
minds, the total would be staggering. A 
brand of shoe polish whose label displayed 
a well-dressed young man 


the recognized ‘saints had been preempted 
by other products. 

Nothing daunted, he introduced the cult 
of (let us say) Saint Robert, averter o/ 
earthquakes. Within a few months after 
the printing of the new labels he had t 
order new shipments of the medicine. 

By and large, however, the mental trait 
and habits of the American business mai 
are apt to be a hindrance rather than a 
help to him in developing export trade 
The European sends a responsible repre- 
sentative, preferably one of the higher 
executives of the firm, to the country t 
which he desires to export. He learns the 
customs, the superstitions, and above al 
the language of the people, handles all hi 
correspondence with them in their ow 
language, makes sure to comply with al 
local regulations, saves money for his cus 
tomers in matters like tariff classification, 





admiring his face in a 
highly-polished pair of 
shoes aroused a_ skeptical 
and _ literal-minded Asiatic 
to remark that he did not 
believe any amount of 
polish could make a shoe 
act as a mirror, on account 
of its curved surface. 


A picture of a mus- 
tachioed college fraternity 
man is a recognized help in 
the sale of collars in this 
country, but it will not nec- 
essarily work in Scandi- 
navia, and nude young men 
displaying their muscles 
and their underwear may 
work havoc with sales in 
Spain. 





Occasionally—Y ankee 
Ingenuity 


At the same time, old- 
fashioned Yankee ingenuity 
combined with modern 
salesmanship tactics and ad- 
vertising methods has 
worked wonders in some 
instances. An agent for a 
certain patent-medicine, for 


‘instance, found in a certain 


South American country 
that he was badly handi- 








The Port of New York is the gateway to the United 

States. Here may be seen ships from all parts of the 

world, from old-fashioned square-riggers, hailing from 
Bombay, to the enormous Majestic 
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capped by the lack of a 
saint to whom his product 
was dedicated. On investi- 
gating, he found that all 








Hamburg, the main port of Germany, is experiencing unusual prosperity these days. 
This is a typical scene of the port. 


packing, statements of weights and meas- 
ures, and takes his time. In more than 
one of these details he gets ahead of his 
American competitor on the basis of 
service alone. 

It is doubtful if any European exporter 
would have committed the mistake of the 
American who sold a lot of bicycles to an 
importer in Africa. This man neglected 
to include spare parts and his customers 
were obliged to have them made by hand, 
at inadequate local machine shops, as re- 
quired. It was not surprising that the re- 
order went to a British house whose goods 
sold 15% higher than the American’s and 
were not nearly as good. 

The very standardization of equipment 
and product, which enables American ex- 
porters to dominate such fields as auto- 
mobiles and typewriters, is often a hin- 
drance in other lines. Certain lines of cot- 
ton goods, for instance, which are very 
popular in the Asiatic trade, are not 
usually produced for American consump- 
tion, and cannot be made on American 
mill equipment without considerable 
changes in the latter. For this reason, 
American exporters have been trying for 
years to push the standardized American 
brands in this trade with very little suc- 
cess. British mills, on the other hand, 
which were also in the position of manu- 
facturing goods for home consumption, 
which were unsuitable for the Asiatic 
trade, remodeled a part of their machines 
for their export business, thus departing 
from the strict principles of standardiza- 
tion and gaining an increased volume of 
sales. 

These and many other differences be- 
tween American and European methods 
of tackling the problems of export trade 
point to a deep-seated difference in their 
respective attitudes toward this kind of 
business. The American business man is 
primarily concerned with his home trade, 
and regards the foreign business as a sort 
of stop-gap to be used in times when do- 
mestic business is dull. To him, it is a 
temporary and transient affair, in which 
immediate results are essential and high- 
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powered salesmanship the ideal method 

The European, on the other hand, in 
many lines regards his export trade as the 
permanent and vital part of his business. 
He would be seriously hampered if he 
were dependent on the relatively low pur- 
chasing power of his domestic buyers, par- 
ticularly in Europe since the war. For 
this reason he takes his time, builds 
methodically on a sure foundation, and 
spares no effort to maintain the permanent 
good-will of his customers as a business 
asset. 

Comparison of Facility 

The difference is shown in the facilities 
offered European and American foreign 
trade respectively for the financing of ex- 
port and import transactions. In London, 
there is a wide-open market for all classes 
of bills, acceptances, and all kinds of 
short-term paper arising out of foreign 
trade transactions. In New York, on the 
other hand, the market for this kind of 


paper is very limited, being confined to 
less than half-a-dozen houses in practice. 
The American exporter must therefore 
either depend on his own resources or de- 
mand cash against documents, while his 
European competitor can depend on the 
whole banking structure of his country to 
foreign business. In un- 


finance sound 


developed countries where capital is scarce, 


such a difference in financing terms is 
often enough to counterbalance all the ad- 
vantages that the American can offer in 
the way of quality, reliable delivery, price, 
and so on 

A similar difference is seen in the atti- 
tude of the investment markets of America 
Europe toward the 
countries with which they 
Britain has built up a great 
center in London, though its resources are 
probably less than those of New York. 
British investment capital is more mobile, 
however, more willing to take a chance, 
and so is able to back up British manu- 
facturing industries in their efforts to es- 
tablish themselves in foreign countries. 


securities of 
deal. Great 
investment 


and of 


Suppose the city of Valparaiso, Chile, 
wants to build or extend its sewer system, 
and issues bonds for this purpose. In nine 
out of ten such cases, the bonds will be 
floated in Great Britain, where interest 
rates are lower and distribution is easier, 
because the organization of the banks has 
educated the people for years in the pur- 
chase of foreign securities. Now let an 
American manufacturer of sewer pipe try 
to compete with the English firm on 
which, let us say, a representative of the 
London house that floated the loan sits 
as member of the board of directors. His 
goods may be cheaper, the quality higher, 
delivery quicker than those of his English 
competitor, but barring a miracle he will 
not get the order, and without being in 
position to charge lack of fair play, either. 

In general, the American manufacturer 
who is new to the export game is apt to 
try direct exporting, while the Europeans 
have worked out in the course of decades 
a number of methods of indirect exporting 

(Please turn to page 556) 








This is London, or at least a scene from the waterfront. 





London still maintains its 


supremacy as one of the great world ports. 
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What Do the Traction Bonds Offer? 


The Underlying Situation and Some Special Opportunities 


fronting the City of New York to- 

day, none is of greater importance 
than that of transit. New York now oc- 
cupies the distinction of being the com- 
mercial and financial center of the World, 
having outdistanced even London in im- 
portance since the close of the War. The 
business wheels- of the great Metropolis 
must be turned by its tens of thousands 
of workers who are dependent on being 
carried to and from their daily tasks by 
the subways, elevated and street-car lines, 
and thus, the question of transit in greater 
New York, takes on a degree of conse- 
quence which, indirectly, is World-wide in 
its scope. 

In spite of the fact that the New York 
transit situation has been made a political 
“goat” for the past five or six years 
the various traction companies cannot be 
snuffed out of existence arbitrarily. They 
must either be allowed to live, or New 
York City itself must eventually assume 
the burden of municipal ownership and 
operation. As to this latter probability, 
let it be understood in the first place, that 
New York City is prevented by its char- 
ter and by state law from owning or 
operating public utilities. Even if the City 
should be granted this privilege through 
passage of the necessary legislation 
(which would take several years to ac- 
complish) it would find itself confronted 
with the difficulty of raising sufficient 
funds to take over the lines. Under the 
Constitution of the United States, private 
property cannot be confiscated, and the 
only possibility of municipal ownership 
would be on the basis of the City’s reim- 
bursing the companies to the extent of 
the fair value of the properties acquired. 
However, the borrowing capacity of New 
York City is definitely limited by Law, 
and, as its debt is now outstanding close 
to the prescribed maximum, there is small 
chance of a plan of financing being 
worked out which would permit the adop- 
tion of municipal ownership. 


QO: all the economic problems con- 


Operating Problems 


Over the past several years, the Po- 
litical Administration of New York has 
been so busy in attacking the Transit 
Companies that practically no progress 
has been made in the direction of provid- 
ing for the construction of much-needed 
additional subway facilities. Consequent- 
ly, the existing lines will continue to show 
a steady increase in volume of traffic, 
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From an old print, GOING TO BU§INESS IN N. Y. BACK IN 1857 


Wheeled vehicles made such poor progress through the snow that the enter- 
prising public utility company of the time resorted to the use of sleighs 


from year to year, as the growth in popu- 
lation progresses at its normal rate. 

Improved methods of operation and 
labor-saving devices have recently been in- 
stalled, which will eventually bring about 
substantial reductions in operating costs. 
A considerable saving will also be made 
in the coal bill over the coming year, as 
most of the companies have already con- 
tracted for their supply at decidedly lower 
prices than they were obliged to pay dur- 
ing the coal strike of last year. Slight 
wage increases have been granted by sev- 
eral of the companies, and others will, no 
doubt, be obliged to follow suit, but this 
additional expense will be offset by in- 
creased traffic and savings in other items 
of operating expenses. 

The bulk of New York’s transit is 
handled by five large systems—the Inter- 
borough; the new Brooklyn-Manhattan 
Transit Co., formerly the B. R. T.; New 
York Railways; Third Avenue; and the 
Brooklyn City. With the exception of the 
Brooklyn City R. R. Company, these sys- 
tems are all consolidations of numerous 
smaller independent lines. The method of 
consolidation, in most instances, was by 
long term lease of the subsidiaries or di- 
rect ownership of their capital stocks, and 
as the existing bond issues of the con- 
solidating companies were allowed to re- 
main outstanding, we have today a large 
and varied list of traction bonds, although 


only a comparatively few operating sys- 
tems. 
Classes of Bonds 


Traction bonds may be grouped in four 
general divisions: 

1. High Grade, 

2. Middle Grade, 

3. Speculative, 

4. Bonds in Default. 

The accompanying table classifies the 
more important bonds of the New York 
Traction companies according to this gen- 
eral scheme. In each group may be found 
very unusual opportunities for either 
sound investment and attractive specula- 
tion. One of the most important things 
to consider in deciding on the purchase 
of this type of bond is the actual value 
of the properties on which the bond is a 
direct lien. A number of the issues are 
secured by direct mortgage on New York 
City real estate—in some instances the 
real estate, which was probably acquired 
years ago, is situated in important centers 
of the City and has a sale value largely 
in excess of what the value should be for 
the use to which the property is put. 

In looking over the various classifica- 
tions of traction bonds, some surprise may 
be evidenced at the first grouping—“High 
Grade.” “Is it possible,” some reader may 
ask, “for any New York traction bond to 
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really a ‘high-grade’ investment?” Let 
look into the merits of some of them. 


BROOKLYN CITY 5s 


The Brooklyn City Railroad was form- 
rly leased by the B. R. T. on a rental 
asis of interest charges and 10% guar- 
teed dividends on the $12,000,000 Capi- 
al Stock. The B. R. T. defaulted in this 
ividend rental payment in October, 1919, 
ail the stockholders took over the inde- 
ident operation of their properties. 
[he company is now entirely separate 
nd distinct from the B. R. T. system. It 
rates various surface lines, consisting 
about 210 miles of track, constituting 
ut 40% of the total surface mileage of 
oklyn. The First Mortgage 5% bonds 
1941 are authorized in amount of $6,- 
1,000, of which $4,373,000 are outstand- 
in the hands of the public; the bal- 
e of $1,627,000 were owned by the 
R. T. and pledged in a guarantee fund 
) secure the performance of the lease. 
question of title to the securities 
lged under this guarantee fund, since 
ault in the lease, has been under dis- 
te, but it is highly probable that the 
rooklyn City Company will win out. 
[he bonds are a first and closed mort- 
e on all the company’s properties, 
ich are conservatively valued, after 
allowances for depreciation, at nearly 20 
million dollars. Real Estate, alone, cov- 
ered by the lien of the mortgage, has an 
assessed valuation of about 6% million 
lars, or more than the total authorized 
nount of bonds. The company owns 


over 800-cars, which have an average 
second-hand value of at least $5,000 apiece, 
a total of upwards of 4 millions. 

Earnings available for interest charges, 
for the eleven months to May 31, 1923, 
amounted to $2,585,291, which was equiva- 
lent to over 12 times interest requirements 
for the period on the $4,373,000 First 
Mortgage bonds outstanding with the 
public. 

These bonds may now be purchased at 
about 83, yielding 660% to maturity. 
They have paid their interest regularly 
and without interruption since issuance in 
1891—a period of over 32 years. The 
large equities in real estate alone leave 
no question as to the safety of their 
principal, and the margin of safety in 
earnings certainly is a wide one. 


ATLANTIC AVENUE 5s 


This is another bond which is surely 
entitled to a “high-grade” rating. It ma- 
tures on April 1, 1931, having less than 
eight years to run, and at its present price 
of about 84% gives a yield of 7.60%. The 
bond is the underlying obligation of the 
Nassau Electric Railroad Company which 
is the principal surface line subsidiary 
of the Brooklyn-Manhattan Transit Com- 
pany (formerly B. R. T.) 

The bonds are outstanding in amount 
of only $2,241,000, the issue being now 
closed. They are secured by an absolute 
first mortgage on the following: 

1. Approximately 55 miles of sur- 
face street railway, including some of 


the most important lines of the B. R. T. 
system, with rolling stock and equip- 
ment. Also certain parcels of real es- 
tate having an assessed value of up- 
wards of $800,000. 

2. Private Right of Way on Atlantic 
Avenue, Brooklyn, running from Flat- 
bush Avenue to Jamaica, a distance of 
9% miles. This right of way is leased 
to the Long Island Railroad Company, 
giving that road its only entrance into 
Brooklyn proper. 

These bonds thus have a double degree 
of security. The road, equipment and real 
estate, even if sold on a “scrap” basis, 
should readily produce sufficient funds to 
more than cover the amount of outstand- 
ing bonds. Their great strength, however, 
lies in the importance of the Right of 
Way to the Long Island Railroad. Al- 
ready the Long Island has spent about 
5 millions on this property, and improve- 
ments contemplated in the near future 
will incur the expenditure of about 10 
millions additional. This Right of Way 
is absolutely essential to the successful 
operation of the Long Island. It is leased 
at a fixed rental of $60,000 per annum, 
the lease having about 50 years to run. 
The amount of this rental, which was 
agreed upon years ago, is now ridicu- 
lously low, but, nevertheless, is sufficient 
to pay more than half the interest on the 
outstanding bonds. The fact that such a 
very important section of the Long Island 
is built upon a leased Right of Way, 

(Please turn to page 557) 








HIGH GRADE 


Brooklyn City R. R. Co. Ist Cons. 5s 
Brooklyn Union Elevated R. R. Co. Ist 5s 
Kings ay | Elevated R. R. Co. Ist 4s 
Third Ave. R. R. Co. Ist 5s 

MIDDLE GRADE 
Broadway & 7th Ave. R. R. Co. Ist Cons. 5s 
Brooklyn City & Newtown R. R. Co. Ist 5s 
Coney Island & Brooklyn R. R. Co. 
Dry Dock, E. B’ way 
42nd St. Manhattanville & St. Nick. Ave. R. 
Interborough Rapid Transit Ist & Ref. 5s 


Jamaica & Brooklyn Road Co. Ist 5s 
Manhattan Railway Cons. (now first) 4s 
Southern Blvd. R. R. Co. 1 


Atlantic Ave. R. R. Co. Gen. Cons. (now first) Mtg. 5s fay 


Battery R. R. Gen. 5s 


Interborough Rapid Transit Secured 7% Notes 


TRACTION BONDS OF NEW YORK CITY 


Interest 
Maturity Dates Syst 
1, 1931 ‘ 
ul ‘ 
Feb. 


> 
BP Rp Re Ro Re 


z 


EB. 
Aap 


a te oe oe 
npr 
Pann 


Controlling 
_ 


Bkn. City 
i a oe 
-™ Ee Be 
Third Ave. 


. Railways 
T. 


A 
Ave. 


Approximate Yield to 
Market Maturity on 

Bid Asked Asked Price 

83 85 . 

82 

81 

68 

91 


8.15% 
9.30% 
6.90% 
8.55% 


Ave. 
Ave. 
Ave. 
Ave. 


8.10% 
7.50% 
8.05% 
8.40% 


Third Ave. Ry. Co. Ist Ref. 4s 
Union Railway of N. Y. 
Westchester Elec. R. R. Ist 5s 
Yonkers R. R. Co. Ist 5s 


SPECULATIVE 


Bleecker St. & Fulton Fy. R. R. 4s 

Broadway Surface R. R. 1 

Interborough Rapid Transit 6 

Manhattan Railway Co. 2nd 4 : 

Rapid Transit Security Secured S. F. 6s “w. i.”......... 
-fourth St. Crosstown Ry. Ist 5s 

Twenty-third St. Ry. Imp. & Ref. 5s 

Third Ave. Ry. Co. Adj. Income 5s* 


Pp 
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See Note 

Date of Accumulated 

Interest 
July 1, 1919 22%.% 

Oct. 1, 20% 
spy " 22u%.% 

ov. 1, Yo 
Nov. 
Mar. 
Mar. 
Oct. 
iw 
uly 
Oct. 
Apr. 
July 


BONDS IN DEFAULT 


tAtlantic Ave. R. R. Co. Impvt. 5s 

tBrooklyn Bath & West End R. R. Gen. 

tBrooklyn Queens Co. & Suburban R. 

tBrooklyn Queens Co. & Suburban R. R. Ist Cons. 5s... 
Central Crosstown Railroad Ist 6s 

Columbus & Ninth Ave. R. R. Ist 5s 

Lexington Ave. & Pavonia Fy. R. R. Ist 5s 

tNassau Electric Railroad Ist 5s 

tNassau Electric Railroad Ist Cons. 4s 

New York Railways Ist R. E. & Ref. 4s 

Second Ave. R. R. 6% Receivers Ctis 

South Ferry Railroad Ist 5s 

Steinway Railway Ist 6s 1, 


’ 1919 Princ, 
1919 Princ. 
1922 Princ. 


Ft bt at tat ttt tt tt pt pt 


N. Y. Railways 
Independent 
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* These bonds are paying current interest but back accumulations o wing amount to about 22%. 
t These bonds are to be reinstated under the B. R. T. Reorganizatio n and an adjustment made on account of back interest. 
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BOND BUYERS’ GUIDE 


HIGH GRADE 


(For Income Only) Apx. 

Non-Callable Bonds: Price 
Canadian Northern Debenture 6%4s, 1946.........---(a).... 112 
Delaware & Hudson 7s, 1930 Yo 
Great Northern Genl. 7s, 1936 —<—so Ge 


New York Central Rfd. and Imp. 5s, 2013..... newead coos 795% 


Western Union Telegraph Co. 6%s, 1936.. eoee coe ae 
New York Edison Co. 6%s, 1941....... occeeeeoceoes oe 
Bush Terminal Buildings 5s, 1960.........++e++ Doane 


Callable Bonds: 
Armour & Co. of Del. Ist 5%4s, 1948.......cceeee0-(C).--- 
Armour & Co. Real Estate 4%s, 1939 ( 
Canadian General Electric deb. 6s, 
Duquesne Light Co. 6s, 1941 
Philadelphia Company 6s, 1944. .......ceccecceeceess 


Short-Term Bonds: 
B. & O. Prior Lien 3%, 1925 eeeeeces 
B. & O., Southwest Div. Ist mtg. 3%s, 1925........ 
Seaboard & Roanoke Ist 5s, 1926 ( 
Southern Pacific conv. 4s, 1929 
Union Pacific conv. 4s, 1927 
Dominion of Canada Internal 5%s, 1927........ oeeee 
Bell Telephone Company of Canada 5s, 1925......... 
Aluminum Company of America 7s, 1925....... ( 
Central Leather Co. Ist 5s, 1925 ee 
Sinclair Crude Oil Purchasing 5%s, 1925........++-- 
Columbia Gas & Electric Co. Ist 5s, 1927........++-- 


MIDDLE GRADE 
(For Income and Profit) 
Railroads: 
Baltimore & Ohio Ist mtg. 4s, 1948 
Carolina, Clinchfield & Ohio Ist 5s, 1938.. 
Chesapeake & Ohio conv. 5s, 1946 
Cuba R. R. Ist 5s, 1952 
Chicago & Eastern Illinois Gen. 5s, 1951 
Kansas City Southern Rfd. and Imp. 5s, 1950 
Missouri, Kansas & Texas Prior Lien 5s, 1962 (c) 
Minneapolis, St. Paul & Sault Ste. Marie 6s, 1931... 
pegeuss Pacific Ist and Rfd. 6s, 1949 (b) 
O. & N. - Rfd. and Imp. 4%s, 1952 
St. L. & S. Prior Lien 4s, 1950..........- ° 
Western Scie Bet Ga, BBGG. .cccccccccccccccccccce 


Industrials: 
Anaconda Copper Mining Co. Ist 6s, 1953. 
Computing Tabulating & ~g uy | > 194 
Goodyear Tire & Rubber Co. 8s, 1 
B. F. Goodrich Ist 64s, 1947 
International Mercantile — A Sean 
Sinclair First Lien and Col. ee 
South Porto Rico Ist Mtg. a Co. 7s, 1941... ieee 
U. S. Rubber 6s, 1947.. ........ Secccccoecococeeoes 
Wilson & Co. Ist 6s, 1941...... ° oawe ees 


Public Utilities: 
Amer. Water Works & Elect. Corp. Col. 5s, 1934....(c).... 
Domimon Power & Transmission Ist 5s, 1932 oe 
Denver Gas & Elec. ist and Rfd. 5s, 1951 
Havana Elec. Ry. Light & Power 5s, 1954 
Northern States Power 5s, 1941 
Pacific Gas & Elec. Genl. and Rfd. 5s, = 
Public Service Corporation of N. J. 
Utah Power & Light 5s, 1944 
United Fuel Gas 6s, 1936 


SPECULATIVE 
(For Income and Profit) 
Railroads: 
Chicago Great Western Ist 4s, 1959........ 
Erie nl. Lien 4s, 1996 


( 
Chicago, Milwaukee & St. Paul conv. 5s, 2014........ 
Iowa Central Ist as © 5s, 1938 ( 


Missouri Pacific —- 4s, 1975 b 
Missouri, Kansas & Texas Adj. Mtg. 5s, 1967......... (c) 

St. Louis & San Francisco Adj. Mtg. 6s, 1955 

Rock ‘Island, Ark. & Louisiana Ist 4%s, 1934........ oe 
Southern Railway Genl. Mtg. . _ beoeses ecccccetScce 
Western Maryland Ist Mtg. 4s, 1952...........++-+.-(a).... 


Industrials: 
American Writing Paper Co. 6s, 1939.............+- 
Cuba Cane ~— > 7s, oe 
Chile Copper 
Virginia-Carolina Chemical %s, 1947. ....... 


Public Utilities: 


Chicago Railways Ist 5s, 1927.. 

Hudson & Manhattan Rfd. 5s, i967. 
Interboro Rapid Transit 5s, 1966. 
Third Avenue Railway Rfd. 4s, 1960. 
Virginia Railway & Power bs, 1984.... 
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BONDS 
Tendency Towards Lower Levels 


N our last issue, we pointed out to our 

readers that the bond market was 

showing symptoms of having reached 
top levels. The action of the market dur- 
ing the past two weeks has justified the 
warning. Although the early part of July 
is generally a period of investment of in- 
terest and dividend disbursements made to 
security holders on the first of the month, 
and generally results in a firming of se- 
curity prices, the usual re-investment de- 
mand has been conspicuous by its ab- 
sence. High-grade issues were compara- 
tively steady, but there was a very notice- 
able lack of interest on the part of in- 
vestors with an evident readiness to supply 
any and all favorable bids by present 
holders. 

Of the new issues, the most notable of 
the offerings were the $40,000,000 Youngs- 
town Sheet & Tube Company debenture 
6s, to yield 6.05%, but there was no par- 
ticular eagerness to buy on the part of the 
public. The reception accorded offerings 
of new bond issues will probably result 
in holding in abeyance until a more favor- 
able opportunity, all but the most pressing 
needs requiring public participation. 

As was to be expected, speculative 
issues continued to be affected by the 
action of the stock market. The junior 
railroad bonds which had been favorites 
several months ago bore the brunt of the 
liquidation by holders whose confidence in 
the outlook had become impaired by 
visions of increased costs due to wage de- 
mands, uncertainty as to the business 
situation during the balance of the year 
and the fear that Congress may take 
cognizance of the demand for lower 
freight rates so strong in the Middle 
West. The Erie and St. Louis & San 
Francisco bonds displayed a tendency to 
hold their own in spite of the downward 
trend in quotations for similar securities, 
due doubtless to the good earning reports 
which these roads have continued to show. 
The New Haven securities were the out- 
standing weak features, with declines 
ranging from five to ten points, but, in 
this instance, special conditions accounted 
for the comparatively wide open break, it 
having become evident to the heretofore 
patient holders that a re-organization of 
the New Haven’s financial structure is im- 
perative and, in all probability, it will 
eventually be made at their expense. 

Prices were also generally lower in the 
public utility division, with especial weak- 
ness in the local traction issues. The 
Interborough refunding 5s were within 
striking distance of the low of the year, 
while the Manhattan Elevated 4s reached 
a new low under 57. Threat of wage de- 
mands were also doubtless the cause for 
this weakness, as while other utility issues 
sympathized in the-lower trend, recessions 
were comparatively of a minor nature. 

In the industrial divisions, the Interna- 


% This represents the number of times interest on the companies’ entire outstandi : : H H 
funded debt was earned, based on earnings during the last five oy 7 ' tional Mercantile Marine 7s continued , ed 
* Principal and interest guaranteed by Dominion of Canada. t Callable in 1951 a new low of 79. The Virginia-Carolina 
t Callable in 1986. Chemical Company 7s and 7%s, which 
(a) Lowest denom., $1,000 (b) Lowest denom., $500. (c) Lowest denom., $100 had been under heavy pressure, rallied 
(d) Lowest denom., $50. | E 4 ait 
sharply, but the American Cotton Oil 


Company bonds continued weak. 
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The Denver & Rio Grande Reorganization 


The Unsnarling of a Famous 
Railroad Tangle 


Showing How Denver & Rio Grande Security Holders Will Fare 


comprising the Gould transconti- 
nental system is replete with in- 
teresting financial episodes. It marked 

e only attempt that has been made in the 
United States to operate a group of roads 
extending from coast to coast. The 
western part of this system consisted of 
the Missouri Pacific, the Denver & Rio 
Grande and the Western Pacific. They 

rm, in the order named, a continuous 

ie from the Mississippi River to the 
Pacific. 

The most recent of a long series of 

nancial readjustments, which have oc- 
curred since the collapse of the system 

1907, was highly unusual in character. 
The Western Pacific was built largely 
with money drawn from the Denver & 
Rio Grande for which it was intended to 
provide an outlet to the coast. Control 

f its stock rested in the hands of the 
latter company. A few years ago the 
Denver & Rio Grande was sold to satisfy 
a judgment which the Western Pacific had 
against it, and its property was bought in 
by the holder of the judgment. The rela- 
tionship between the two companies was 
thereby reversed, and to use an expression 
coined at the time, “the tail was made to 
wag the dog.” 

It is useless to reopen the bitterly fought 
controversy as to the equity of the 
measures through which this peculiar 
change was brought about. The arrange- 
ment has been upheld by the courts and 
may be regarded as a closed chapter. We 
are primarily concerned with the future 
of the properties which it involved. 


T' <= history of the railroads formerly 


By JOSEPH M. GOLDSMITH 


The Denver & Rio Grande Western 
Railroad Co., the present operating com- 
pany, is destined to have a very short cor- 
porate existence. It was organized in 
November 1920 to take over the property 
of the former Denver & Rio Grande Rail- 
road Co., but only maintained its solvency 
until July 1922. Due to the fact that in- 
terest on its refunding bonds was in de- 
fault, the company was placed in receiver- 
ship. 

It was futile to continue to operate the 
system under the physical conditions. then 
existing. It has been estimated that an 
adequate program of rehabilitation would 
require the expenditure of over $23,000,000 
in the next few years. The road’s credit 
would not permit the sale of refunding 
bonds at a reasonable price and in any 
event only a limited amount was available 
except for refunding purposes. The only 
practicable method of securing the neces- 
sary improvements was to allow the com- 
pany to go into receivership and ex- 
tinguish the old Refunding and Adjust- 
ment Mortgages. 

A plan for the reorganization of the 
road has been recently promulgated, which 
unlike those that preceded it seems ac- 
ceptable to the various interests involved. 
It leaves the large underlying liens on the 
property undisturbed and creates two new 
mortgages subordinate to them. 

The first is to be a Refunding & Im- 
provement Mortgage which is to be 
authorized to the amount of $150,000,000. 
This is intended to retire all prior liens 
as they mature, of which there are now 
$81,112,000 and to provide a medium 


through which to finance betterments and 
extensions. None of the bonds are to be 
issued in exchange for the securities which 
are now being extinguished. 

This issue is to be followed by $30,000,- 
000 General Mortgage Bonds maturing in 
1955. They will be used to exchange for 
the present Refunding 5’s and Adjust- 
ment 7’s. Each of the latter is to receive 
for each $1,000 bond, $725 in new General 
Mortgage Bonds and $400 par value in 
new 6% Cumulative Preferred stock. 

The common stock of the new company 
will be held equally by the Western Pa- 
cific and the Missouri Pacific. The latter 
will purchase a one-half interest from the 
former for the sum of $9,000,000. The 
Western Pacific will thereupon pay to the 
new Denver Company $10,000,000 in cash. 
This is to be used to retire $5,000,000 re- 
ceivers certificates now outstanding and 
for the general purposes of the reorgani- 
zation. This arrangement is subject to 
the approval of the Interstate Commerce 
Commission. 

It is needless to say that the Western 
Pacific and Missouri Pacific will receive 
no income from this investment for many 
years to come. Each of them, however, 
has a vital interest in the Denver & Rio 
Grande entirely apart from any dividends 
they may eventually receive. The success- 
ful operation of this connecting link be- 
tween them will bring returns of a dif- 
ferent sort. 

The Western Pacific is a bridge line 
traversing desert country and dependent 
entirely upon through traffic. Its standard 
of construction is very high with maxi- 
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mum grades of only 1%, and it is physt- 
cally prepared to function economically. 
Its earnings during the last few years 
have been very encouraging, but it has 
not approached its potential capacity. 
This is largely due to lack of sufficient 
interchange with the Denver & Rio 
Grande. 

As at present constituted, the latter is 
not properly equipped to be part of a first 
class transcontinental route. It has been 
practically debarred from participatmg in 
the profitable perishable fruit business 
moving from the Pacific Coast because 
its physical facilities did not permit the 
expeditious handling which freight of this 
character requires. Its route is round- 
about and heavy grades and excessive cur- 
vature has proven a tremendous obstacle. 
Its upbuilding is desirable as much from 
the standpoint of the Western Pacific’s 
welfare and from its own. 

The Missouri Pacific with which it in- 
terchanges at its eastern end will benefit 


tions. ‘lhere has been some increase in 
output, but the rate of advance has not 
been very rapid. Consequently, the Denver 
& Rio Grande’s traffic, 80% of which orig- 
inates on its own lines, has not displayed 
the same growth that has characterized 
that of most of the systems operating in 
the West. 

As long as the operating ratio could be 
kept near 60% the company earned a 
small balance over interest charges. The 
advance in operating expenses during the 
last decade has not been counter-balanced 
by a proportionate increase in operating 
revenues. Whereas total operating reve- 
nues were 20.9 millions in 1907, they 
amounted to 33.4 millions in 1922, an in- 
crease of 60%. When the advance in 
rates between the two years is taken into 
consideration the increase appears very 
moderate indeed. In the same period, ex- 
penses had doubled. 

Upon the consummation of the pro- 
posed plan of reorganization, the com- 
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DENVER & RIO GRANDE 
TRAFFIC COMPARISON 
Traffic Density (In thousands of tons) 


Indicating failure of Denver & Rio Grande in last decade to increase its volume of traffic 
or gross revenues in same proportion as comparable railroads. 


ESTIMATED INCOME ACCOUNT* 


* Assuming an 80% operating ratio. 


Gross Operating Revenue Per Mile 

1912 1920 1921 
$9,126 $15,654 $12,527 
14,569 29,447 28,186 
24,489 21,349 
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for the same reasons. This accounts for 
its willingness to purchase a half interest 
in the Denver & Rio Grande’s common 
stock. The strengthening of the latter 
would have a very wholesome and 
urgently needed effect upon the Mop’s 
earnings, which in late years have been 
rather meagre. 

We have already discussed one cause of 
the Denver & Rio Grande’s pathetic state, 
namely, the need for physical improve- 
ment, but there are others. Thére was a 
long period in its history when it was 
moderately successful. It was able to pay 
dividends upon its preferred stock at the 
uniform rate of 5% from 1901 until 1911. 
Since then it paid nothing. 

With the exception of the war period, 
when traffic was fairly heavy, the road 
has not developed much additional tonnage 
during the last fifteen years. About three 
quarters of the total consists of mineral 
products, mainly coal and iron. The states 
in which it operates, namely, Colorado and 
Utah with some mileage in New Mexico, 
are primarily engaged in mining opera- 
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pany’s bonded debt will aggregate $115,- 
420,000. Interest charges will be $5,117,000 
as compared to $5,548,000 at present. The 
reduction has been extremely moderate 
due to the fact that the greater part of 
the funded debt was not disturbed. Ap- 
parently an increase in earnings has been 
relied upon to produce the margin of 
safety which is now lacking. 

A number of years will elapse before 
the contemplated improvements are fully 
reflected in increased net revenues. On 
the other hand the position of its specu- 
lative securities will be governed by more 
immediate results. With gross operating 
revenues running at the present annual 
rate of $35,000,000 fixed charges can be 
covered as long as the operating ratio does 
not rise above 80%. 

In 1922, fixed charges were just about 
earned while 79% of total revenues was 
consumed by operating expenses. In the 
early months of the current year, although 
revenues have been slightly ahead of the 
same period of 1922, little net operating 
income has resulted. The explanation is 


to be found in the fact that 44% of gross 
revenues was spent in maintenance. This 
is highly abnormal, and while it is neces- 
sary that liberal sums be applied to upkeep 
for a considerable period, the percentage 
will probably soon be reduced much below 
this figure. 

The company will be entitled to recei 
whatever dividends are paid upon t! 
stock of the Utah Fuel Company. The 
ultimate beneficial interest in this stock 
to be owned by the Western Pacific a: 
Missouri Pacific, but dividends are pay- 
able to the Denver & Rio Grande until 
the latter is paying 6% on its Preferred 
stock. On the basis of past performan 
the income from this source should 
about $750,000 per annum. 

Most of the speculative interest in t! 
Denver & Rigo Grande has been attache! 
to its Refunding 5s of 1955, which a 
currently selling at 47. They are to r 
ceive $725 in new General Mortgage 
due in the same year and $400 par val 
in 6% Cumulative Preferred stock. Thx 
value depends upon the prices at which 
these new securities will sell. 

The General Mortgage Bonds will 
subject to prior liens of $31,000 per mile, 
besides the large authorized’ issue that 
ranks ahead of them—and which will 
used to finance future capital requir 
ments. On most railroads, this would | 
considered a low bonded debt per mile, | 
about one-third of the Denver & R 
Grande’s mileage consists of narrow gau; 
road with very light traffic and in additi 
it possesses a high percentage of branch 
line. Consequently the General Bonds 
can be considered far removed from tl 
rails. 

Unless the rehabilitation of the sys- 
tem is brought about more rapidly 
than can reasonably be expected, earn- 
ings for the next few years are likely 
to be little more than sufficient to 
cover interest charges. The interest on 
this bond accrues from February 1, 1924, 
and although its payment is not conditional 
upon earnings, so long as the margin o 
safety remains small, this issue will oc- 
cupy an extremely speculative positior 

Until the road demonstrates the 
earning power, which those confident 
in its future predict it will ultimately 
achieve, this junior bond is not worth 
much above 50. 

It is difficult to forecast the price which 
the new Preferred stock will command 
in the market. Dividends upon it, althoug 
cumulative at the rate of 6%, seem rather 
distant. Whatever surplus remains 
after fixed charges have been met, can 
advantageously be put back into the 
property and all interests will be best 
served if this policy is followed. 

On the basis of the prices at whic! 
similar stocks are now quoted, Denver é 
Rio Grande Preferred should be entitle: 
to sell somewhere between 25 and 30. I 
we assume the latter figure for the stocl 
and a price of 50 for the new Genera 
Bonds, the present price of 47 on the Re 
funding 5’s approximates the combined 
value of the new securities which are t 
be offered in exchange. At their present 
level they appear in line with their actual 
intrinsic value. 
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Rail Earnings for May Exceed 6% 


Substantial Sums Spent for Maintenance, But Net Re- 
mains High—Northwestern Roads Make Poor Showing 


“OR the second successive month this 
year, earnings of the Class 1 roads, 
as a whole, were in excess of a 6% 

return on the invested capital. Gross 

earnings were the highest of the year and 
car loadings again broke all previous 
records. With half the year gone, it be- 
mes increasingly evident that 1923 will 
go down as the most wonderful year in 
ilroad history from more angles than 
Not only have traffic and earnings 
ceeded anything of previous years, but 
traordinary efforts have been made to 
ease operating efficiency and build up 
operty and equipment. The program 
equipment buying this year has never 
en surpassed and the rapid decline of 
order cars and locomotives has been 
oteworthy accomplishment. Traffic in 
fall may not come up to anticipations, 

ut it is almost certain to be as heavy as 
last year. Wages will probably be again 
creased, and the majority of roads will 
be well able to do this without reducing 
et to any large extent, and, if the present 
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*Month’s Nor- 

Net mal Earnings 
Oper. to Give a 
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indications of continued record traffic ma- 
teralizes for the balance of the year, the 
record earnings of many of the roads will 
continue. 

The outstanding exceptions are the 
Northwestern carriers, which have been 
suffering from comparatively poor condi- 
tions throughout the agricultural and min- 
inc centers of this section of the country. 
The outlook for this group of roads is not 


particularly promising. St. Paul is just: 


about covering its fixed charges and none 


the others are earning their dividend 
rejuirements. 

‘ar loadings for the first three weeks 

last month were higher than in any 
similar period of this year. For the first 
ine in three successive weeks, loadings 
exceeded the million mark. Net earnings 
are almost certain to establish a new high 
record for the year. Altogether the rail- 
road outlook for the balance of this year, 
at least, is very encouraging. 
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ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED 
ON THE FIRST FIVE MONTHS OF 1923 


The following table is compiled on the actual average of the first five months’ net 
income to the total traffic year for the past ten years for each individual railroad, allowing 


for seasonal variations of traffic. 
Net 
Operating 
Road eficit 


Atlantic Coast Line 
Baltimore & Ohio 
Canadian Pacific 
Carolina, Clinch. & Ohio 
Central of N. J 
Chesapeake & Ohio 
Chicago Gt. Western 


Chicago North Western 
Chicago, R. I. & Pacific. 
Chicago, St. P., Minn. &°O 
Delaware & Hudson 
Delaware. Lackawanna & W.... 
Denver & Rio Grande West 
Erie 
Great Northern 
Gulf, Mobile & Northern 
Illinois Central 
Kansas City Southern 
Lehigh Valley 
Louisville & "Nashville 
Minneapolis & St. Louis 
Minn., St. Paul & St. Ste Maric. . 
Missouri Pacific 
New York Central 
*N. Y., Chicago & St. 
N. Y., N. 
. ¥., Ontario & Western 


Northern Pacific 
Pennsylvania 

Pere Marquette 
Pittsburgh & 

Reading 

St. Louis San Francisco 
St. Louis Southwestern 
Seaboard Air Line.. 
Southern Pacific. . 
Southern Railway. . 
Texas & Pacific 

Toledo, St. L. & waster 
Union Pacific. . 


$ 
Per Share Per Share 


% 
Charges 
Earned 


on on 
Preferred Common 


1$50 par value. * After 5% on the common stock, all classes of stock share equally. 


* Without oil income and after capital adjustments. 


* Assuming that all of the outstanding 


referred B is converted equally into preferred A and common stocks. *On 7% prior pre- 
erred. * This includes total earnings of Philadelphia & Reading Ry., all of whose stock 


is owned by Reading. 
5% adjustment income bonds. 


’ On the basis of the increased capital stock outstanding. *On the 


* Figures are based on operations for first five months only. 




















Money, Credit and Business 


Unsuspected Leaks in Our Business 


What the War Taught Us—Can We Keep On 
Being Wasteful Forever?—Newer Tendencies 


O those who had never suspected 
how wastefully American business 
is and has been run, the war came 
as an eye-opener. From 1917 to 1918, this 
country diverted a large part of its pro- 
ductive equipment to war purposes; it re- 
moved from ordinary pursuits as high as 
five millions of the best manhood of the 
country; and the amount of man-power 
and equipment left, by a little more co- 
ordination, by elimination of some of the 
grosser forms of waste, was able not only 
to carry on the work but to maintain the 
population at the level of comfort or 
luxury to which its war-time wages and 
profits entitled it. 
During this period, no new sources of 
wealth were discovered, and 
the national industrial equip- 


By LESLIE D. JONES 


have to be one that takes into account the 
factor of profit, not one hanging in the 
air on a basis of abstract production for 
abstract consumers. The latter method 
has vitiated some ambitious recent analy- 
ses of the problem of waste. We shall 
merely regard as wasteful any method 
which makes less profit than a modifica- 
tion of that method, minus the cost of 
introducing such a modification, would 
make. 

A great insight into the possibilities of 
eliminating waste in places where it had 
not been suspected was thrown by the 
work of F. W. Taylor, much as his meth- 
ods have been misrepresented by ignorant 
or dishonest imitators after him. He dis- 


neers, and some of the examples they cite 
are shocking. Shoe factories which are 
held up for days for lack of certain parts; 
building jobs on which the labor turn- 
over is 600%; unstandardized design 
all sorts of parts, of which several hun- 
dred may be in the market when only ten 
or twelve sizes would suffice; ignoran 
of cost accounting, leading to all sorts « 
losses where only profits are apparent 
first; whole industries with not a single 
man doing constructive research work; 
these are only a few of the evils that 
have been disclosed in the course of tlic 
investigation. 

As a result of the facts now known, 
few as they are, it is to be doubted 
American industry is more 
than 40% efficient, on the 








ment was increased only 15 
or 20%, according to good 
estimates, while the additional 
labor that came into use, 
among women and older men 
and luxury workers, was but 
a@ poor substitute, either in 
quantity or in quality, for 
that which went to war, or 
was utilized for war purposes. 
The fact that the vast extra 
strain of war was borne so 
easily of itself indicates what 
a margin of waste had exist- 
ed previously, and on the con- 
structive side, what splendid 


H OW to eliminate waste has always been 

among the bigger problems confronting 
American industry. Slowly we aregmaking prog- 
ress in the right direction, but we will have to in- 
crease our rate of progress if we are to compete 
successfully with other nations that are less 
wasteful than our own. This article gives typical 
instances of waste in industrial America, but its 
real value consists of the many constructive sug- 
gestions it makes. 


production side. 

But the trouble does not 
end there. If it did, there 
would be little cause for anx- 
iety, as one by one the 
sources of waste are being 
discovered and dammed. Cost 
systems are being installed 
in all plants whose output 
warrants the expense; and 
it is worth noticing that in 
a group of factories exam- 
ined by the engineers’ com- 
mittee, those which had more 
or less complete cost systems, 
routing schedules, etc., sur- 








possibilities there are for a 
more efficient utilization of 
our national resources by the elimination 
of waste. 


The Purpose of Business 


In setting up a measuring stick by 
which to measure waste, we must not for- 
get that business is primarily organized 
for profit, or at least cannot continue per- 
manently without profit. Any criticism of 
a given method of production on the 
ground that it does not produce as much 
goods as possible, when there would be 
less profit in the higher production, is, 
therefore, patently absurd. In the case of 
a certain widely-used metal whose produc- 
tion in the United States is thoroughly 
centralized, for instance, it is well known 
that the company could easily produce and 
sell four times as much of the metal as 
it now does. The higher output, how- 
ever, could not be sold at as high a price 
or as large a profit as the smaller quan- 
tity now being produced. 

Our criterion of waste, therefore, will 
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covered that by analyzing the motions 
made by a laborer in unloading a barrow 
load of pig iron, and eliminating the un- 
necessary ones, the amount of pig iron 
unloaded in a given time by the same la- 
borer could be increased 2 or 2% times 
without extra fatigue to the worker. 

Similarly, skilled jobs could be analyzed 
into a number of partially-skilled opera- 
tions, which could be taught to unskilled 
men. The result of these methods has 
been equivalent to a doubling of the labor 
power of the country, and to a general in- 
crease in its skill. Much as has been done 
in the direction of “Taylorization,” how- 
ever, there still remains more to be done, 
and the improvement already obtained 
measures the waste which must still be 
going on, unsuspected. 


Shocking Examples 


The vast extent of technical waste in 
productive industry has been pointed out 
by Mr. Hoover and his committee of engi- 


vived depression without 
losses, while the others, with 
very few exceptions, lost considerable 
money when business turned bad. Ma- 
terials and designs are being standardized, 
employment managers are appointed by 
the larger plants to see that labor is sat- 
isfied and stays on the job, sales policies 
are being coordinated with the produc- 
tion end, and the importance of research 
is being slowly recognized. 

In this way, the heavy responsibility of 
management for industrial waste is | 
ing slowly reduced. Mr. Hoover’s com 
mittee estimates that of the current wast 
of industry as now conducted, manage 
ment is responsible for more than 50%, 
labor for less than 25%, and outside fac- 
tors, such as the public, the trade, gener: 
business conditions, etc., are the least in 
portant of all causes of waste. 

There are huge leaks in the industria! 
system through which profits pour out 
and are wasted, which are harder to sto; 
up, however. There is the tremendous 
waste of alternating periods of prosperity 
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A MAGNIFI.- 
CENT BUT 
COSTLY SPEC- 

TACLE 


Last year and 
this, there were 
scores of oil-well 
fires like the one 
shown. Fires. 
cost this country 
upward of a bil- 
lien dollars an- 
nually 





depression. If a woolen plant, for in- 
ce, is 100% efficient when it is operat- 
but is closed an evarge of three 
iths a year, over a period of years, 
because business is so poor that woolens 
cannot be sold, and runs at half speed an- 
r three months, the maximum net 
erating efficiency is only 62%4%. This 
or a mill whose methods are 100% 
ect; now apply this to ordinary indus- 
with its average of 40% operating 
iency. 
this respect, too, methods are being 
tried to remove the cause of waste by 
smoothing out the fluctuations of busi- 
ness, through better banking and credit 
methods, through various forms of Gov- 
ernment interference, etc. A source of 
waste which is much harder to get at, 
however, is that due to the enormous 
growth in recent years of the distributing 
mechanism at the expense of the produc- 
ers on the one hand and the consumers on 
the other. 

\ survey made by the chief economist 
of a large New York bank indicates that 
for the average manufactured commodity, 
for every $6 spent by the consumer, only 
$1 gets to the producer, including costs 
and profits; the rest is absorbed on the 
wa Similar figures can be cited for 
many other commodities; for coal which 
the writer saw selling for $1 a ton at the 
mine head in Pennsylvania while it was 
selling at $12-$15 a ton in New York 


City; for vegetables which cost the con- 
sumer 25 cents, for which the grower gets 
only 5 cents, and so on. 

This does not necessarily mean that any 
individual link in the distributing system 
is profiteering, whether it be wholesaler 
or jobber or retailer. It is merely that 
the distributing system as a whole is too 
complicated and burdensome. In some of 
the newer districts of New York five 
candy stores, six butcher shops, three ice- 


cream parlors, four drug stores, six deli- 
catessen shops, and the like will be found 
within a radius of two blocks. 

Further up in the system, for a given 
area there may be a dozen jobbers where 
two would be enough, and, in addition, 
there may be too many links in the chain 
besides too many members of each link. 
Each of them prevents the others from 
making more profits; and the total cost 
of all of them has to be met out of the 
spread between manufacturers’ price and 
retail price. 

This does not mean that a part, at least, 
of this spread is not inevitable. There 
must be some distributing system, run at 
a profit, and the costs and profits of the 
distributing system plus transportation 
and handling costs cannot be driven below 
a certain minimum. Whatever the nation 
pays for distribution above this minimum, 
however, is from the national point of 
view a waste. 

The peculiar feature of 
that it is cumulative; each 
waste tends to generate more waste. 
Merely for the sake of example, and 
without making any invidious distinctions, 
let us say that in a certain state there are 
6,000 hardware dealers too many. These 
dealers maintain an which is 
waste, and a trade paper, which is waste. 
The trade paper supports an editorial and 

(Please turn to page 581) 


this waste is 
element of 


association, 





VALUABLE 
TIME LOST 


These trucks 
were tied up sev- 
eral hours before 
they could reach 
the ferry to be 
carted over to 
the other side of 
the river. Wages 
and overhead 
continues while 
these trucks re- 
main idle 

















Fifty million dollars’ worth of ships, 
for JULY 21, 1923 


DEAD TONNAGE—AND DEAD LOSS 
most of which will have to be scrapped. A heritage from war times 





Eating the Heart Out of 
King Cotton! 


What the Boil Weevil Scourge Means to Planter and Consumer—A 
“Billion-Dollar Bug” More Dreaded Than Drought or Flood—Its 
Alarming Spread in the Last Thirty Y ears—Can the Pest Be Controlled? 


A tk 

King 

Cotton ! 

Attacked by 

enemies from 

within and 

without, his 

reign is seriously threatened. A _ bug 

which one could park comfortably on 

the nail of one’s little finger is slowly 

but most surely eating the heart out 

of the South’s greatest industry. This 

insect is the cotton boll weevil, and its 

depredations are more dreaded than 

drought, floods or panics. For they are 

but temporary evils while the boll weevil 

has come to stay. Each year he takes his 

toll and each year sees the area of his 

depredations increased and the amount of 
damage graver. 


By Hayes WILson 


The sum total of that loss is impossible 
to compute. The Bureau of Crop Esti- 
mates of the U. S. Department of Agri- 
culture estimates the annual damage due 
to non-production of cotton lint and seed 
for the four years ended with 1920, at 
$300,000,000 and the total has greatly in- 
creased since then. This estimate takes 
into no account the loss of labor, capital 
expenditure, closing down of cotton gins 
and cotton-oil mills and other indirect re- 
sults of the weevil invasion. Truly a 
“billion-dollar bug” is no misnomer. 

Something must be done or the cotton 
industry in this country is doomed. Some- 
thing is being done, but as yet the reme- 
dies are woefully inadequate to the dis- 
ease. ' 

After thirty-two years of the boll wee- 
vil the South is at last thoroughly aroused. 


A thousand expedients, methods and ce 
vices have been advanced to control 
eliminate the pest, and most of them, 
might be expected, are worthless. 
Inventors have tried their 
and dreamers aired their dreams, oft 
bordering on the ludicrous, but the b 
weevil has proved one of the most p 
sistent and evasive of insect pests whic 
entomologists have encountered. Progres 
has been registered, but the weevil con- 
tinues to eat out the heart of the Sout 
with alarmingly increasing voracity. Wil 
American inventive genius, which 
never failed in the long run, be equal t 
this tremendous problem? Scientists 
lieve that it will, but admit that to dat 
their belief is largely a matter of faith. 


The cotton boll weevil is an unwelcome 


gift received from our neighbor, Mex 
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HOW THE MENACE OF THE BOLL WEEVIL HAS SPREAD 


inventions 





This map is based on findings of the Bureau of Entomology, U. S. Department of Agriculture. The dated lines, for each yea 
mark the boundaries of the boll-weevil infestation as of that year, the disturbing spread in 1919, 1920 and 1921 being empha 
sized by broad or broken lines explained in the key. 

Limits of cotton production in this country, barring a few small areas in Arizona and California, are traced by thé cross-hatche 
line. It is to the point to note how nearly complete a portion of our cotton-growing area has now gone down before this insect pes 


516 THE MAGAZINE OF WALL STREET 











The Growing 
Percentage of loss 
Due to Boll Weevil 
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This chart, based on a weighted average 
mpiled from findings of a Government 
partment, brings out in striking fashion 
» startling increase in recent years in 
» depredations of the cotton boll wee- 

Note that the loss of nearly 31% in 

1021 marked an increase from less than 

20% in the year before. 


Thirty years ago it was an unknown quan- 
tity to the American cotton planter but 
had been active in the sister republic for 
years. In fact, its depredations had re- 
lted in the abandoment of cotton plant- 
in certain regions. The origin and 
rly history of the boll-weevil bug is 
lost in the mists of antiquity. This much 
certain, that it is a 100% American 
product, existing nowhere in the world 
outside of the western hemisphere. 
In the spring of 1892, cotton growers 
the vicinity of Brownsville, Texas, 
noted that the bolls of the young cotton 
plants showed numerous tiny punctures. 
Upon being opened it was found that the 
heart of the boll was occupied by small 
grubs. They were the larvae of the 
dreaded boll weevil, but their sinister sig- 
nificance to the cotton industry was in no 
degree realized. These larvae are hatched 
from the eggs deposited by the female 
boll weevil beetle, in tiny cavities bored 
into the heart of the young cotton boll. 
Within three days from laying the egg 
hatches and the grub or pupa immediately 
begins to feed upon the “squares” of the 
boll. In from seven to twelve days the 
pupa passes into the larva stage, cor- 
responding to the cocoon period of butter- 
flles and moths. This stage lasts from 


three to five days, at the end of which. 


time the adult beetle issues and begins the 
production of another generation. 


The cotton boll weevil possesses an 
astonishing fecundity. If not checked in 
time, it will ruin an entire cotton crop. 
As many as fifteen larvae have been found 
in one boll, and the result of the eating 
of the heart of the boll is eventually a 
blackish, powder-like substance instead of 
the snowy, cotton bloom. 

Were it not for the fact that Dame Na- 
ture exerts some check on excessive multi- 
plication it would be theoretically possible 
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for a single pair of weevils to produce 
12,755,100 offspring in a single season. 


$50,000,000 Cheap Insurance 


Fifty million dollars would have been 
a ridiculously cheap amount spent to iso- 
late the boll weevil at the time it crossed 
the Rio Grande. We know that now, but 
unfortunately we did not know it then. 
The farmer is slow to take alarm and the 
governmental authorities slow to move. 
By 1894 the weevil had spread to half a 
dozen counties in southern Texas. Ten 
years later it had over-run nearly a third 
of the cotton belt. About that time the 
public began to hear about this devastat- 
ing blight, but growers in non-infested 
areas were inclined to regard it as some- 
thing like the 17-year locust, which would 
disappear as suddenly as it came. Wall 
Street was inclined to consider it as an- 
other talking point for cotton bulls. 

But each year more and more territory 
was included in the infested areas. In 
fact, so regular was the march of the boll 
weevil that one could plot in advance al- 
most the exact area which the next year’s 
boll weevil wave would inundate. From 
1901 to 1911 the annual increase in 
the infested territory averaged 26,880 
square miles. In 1916, it reached 71,- 
800 square miles. Last year’s figures 
are not yet available but the map here- 
with shows that at the end of the 1921 
season the cotton boll weevil had 
spread over 85% of this country’s en- 
tire cotton-producing area. It is cer- 
tain, therefore, that by now the weevil 
has completed his victorious conquest 
and levies tribute on all our cotton 
production. 

Frantic efforts are being made to 


lock the stable door, but the horse was 
stolen thirty odd years ago. 


The Boll Weevil’s Achilles Heel 


Of late years, the activities of the boll 
weevil have been particularly vicious. 
Following the high spot—cotton prices of 
1919-20 when New York spots reached 43c 
a pound in July of the latter year, the 
market declined precipitously until spots 
reach a low of llc in June of 1921. Early 
in the Spring of 1921 it was apparent that 
drastic measures were necessary to resus- 
citate King Cotton. There was a general 
movement to curtail production and acre- 
age planted was reduced from the 32 mil- 
lion acres of 1920, round figures, to 25.5 
million acres in 1921. The southern 
grower, however, might well have spared 
himself all anxiety in regard to over- 
production. Friend, or rather enemy boll 
weevil saw to it that the crop result was 
the smallest since 1895. Early and late 
droughts contributed heavily to the de- 
bacle but the major part of the honors 
rested upon the microscopic snout of Mr. 
Boll Weevil. 

Every organism from the microbe to the 
human being has some vulnerable point— 
its Achilles heel. It is the business of 
science to locate the joint in the armor 
and direct the attack to that particular 
point. Contrasted with most pests, the 
boll weevil presents a comparatively un- 
broken front. He matures in the heart of 
the cotton boll where he cannot be reached 
short of destroying the boll. Late plant- 
ing will not do the trick for he is able to 
postpone his depredations even until as 
late as June 10, which is the latest date 
to which cotton planting can be deferred, 
if a decent crop is desired. Hand-picking 
of infested bolls is effective; but it is 

(Please turn to page 571) 
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The boll weevil is not the cotton grower’s only enemy. 


There are also the lesser 


afflictions of the bollworm, the pink bollworm and the cotton leafworm, not to men- 
tion the ever-present menaces of too much moisture, drought, and late or early frosts. 
What all these factors combined, but particularly the boll weevil, have done to diminish 


the recovery of cotton per acre planted, is shown above. 


Note that, in 1922, the yield 


per acre was the lowest in the 22 years under review. 
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Industrials 


Stock Market Values—and Prices 


Book Values Not Always a Criterion—Stocks in Which Earning 
Power Dominates Values—Investment Versus Speculative Values 


HEN the average Wall Streeter 
W talks of the “value” of a stock, in 
most cases he means the book 
value, or value of the net tangible assets 
behind the stock. Yet in the same breath 
he will often mention the prices of the 
stock as being “undervalued,” or “over- 
valued,” and justify himself on _ the 
ground that price depends on value. 
This indicates a pretty general con- 
fusion in the minds of many people as to 
what constitutes the “value” of a stock, 
and how this is related to the market 
price. Since one speaks of “under”- or 
“over”-valuing a stock, it is evident that 
value must mean, in the mind of the 
speaker, a sort of standard of measure- 
ment of desirability, by which the price 
is estimated as be- 


By MERRILL T. JAMESON 


In general, we can say that the investor 
is less likely to be led astray by consider- 
ing earning power alone than by consider- 
ing any of the other factors alone. 


The Question of Book Value 


Book value, for instance, which is the 
element most often confused with “value,” 
is apt to be very misleading. The book 
value of the United States Steel common, 
for instance, is $257 a share, according to 
the latest report, but this does not mean 
that the stock is entitled to sell at any- 
where near that price. Taken in connec- 
tion with the fact that the book value at 
the organization of the company in 1901 
was very small, in fact, the common hav- 


the book valuations of a given property 
may move; plant, equipment, and inven- 
tory may be valued more or less conserva- 
tively, according to the policies of the 
management, and hence are not strictly 
comparable, one with another. 
Anomalous cases are those stocks in 
which book values have survived a pro- 
tracted period of poor earning power. In 
the case of American Hide & Leather 
common, for instance, if we make no 
allowance for unpaid preferred dividends, 
the book value is no less than $145 a share, 
yet the price of $7% a share currently 
quoted is not considered unduly low, it 
view of what the investor can hope to get 
out of a commitment. 
Incidentally, this illustrates the dif- 
ference between 
speculative and in 








ing more or less 
well founded. 

A stock may be 
desirable to different 
people for different 
reasons, but in the 


who want stock 
want it for one or 


This valuable article clearly illustrates what are the funda- 
mentals in stock investment. The question,of “book” values and 
earning power is discussed, as well as their relation to stock prices. 
long run, people A number of illustrations are also cited, calculated to give the 
reader a practical view of this most important subject. 


vestment values 
American Hide & 
Leather common can 
under no. circum 
stances appeal to the 
investor; not only 
does it pay no divi- 
dends, but in view 
of the low earning 





both of the pur- 





poses: to resell at 

a profit, or to obtain an income. Based 
on these desires, analysts have distin- 
guished many elements which give “value” 
or desirability to a stock. Among these 
are safety, high earning power, high asset 
value, strong financial position, good man- 
agement, good investment record, and the 
like. 


The Importance of Earning Power 


In the long run, however, these ele- 
ments of value all reduce to one, good 
earning power. If a stock cannot show 
good earnings, it is not genuinely safe; 
nor will it be able to maintain a good 
financial position very long; nor show a 
high unmortgaged asset value; nor a 
sound investment record, while the good- 
ness of the management is judged by the 
earnings of the company, just as the value 
of the assets must be judged not only by 
their market price but by what they en- 
able the company to earn. 

This does not mean, however, that earn- 
ing power is the sole criterion; it means 
simply that the other elements, each im- 
portant as indicating the results of past 
and the outlook for future earning power, 
are in the long run expressions of the 
latter. 


518 


ing been largely water at the time, it does 
show that earnings have been good and 
the financial policy very conservative, 
which may be considered encouraging, but 
not of themselves conclusive. 

On the other hand, Woolworth common 
sells at $230 a share, while its book value 
is only $70.25 a share, according to the 
1922 report. Either it is grossly over- 
valued, or its real value does not depend 
on the book value. 

Considering the difference in the two 
industries, the reason at once becomes 
clear. Steelmaking requires a heavy in- 
vestment in plant and equipment to make, 
say, $100,000 worth of steel. A 5-and 
10-cent store, on the other hand, is com- 
paratively simple to equip, and needs rela- 
tively little investment in stock and fix- 
tures in proportion to the total volume of 
business done. Hence a steel company 
should have, per $100,000 worth of busi- 
ness done, a much higher property value 
than a merchandising concern, and this is 
reflected in their asset values per share. 

Another difficulty with book value as a 
criterion of ultimate value is that it de- 
pends so largely on the policy of the cor- 
poration in valuing its assets. There is a 
very wide margin of choice within which 


power and the 
130%% dividends in arrears on the 7% 
cumulative preferred, it probably will not 
pay dividends within a reasonable number 
of years. But if a speculator believes the 
market is headed upward, and that the 
leather industry in particular is about to 
show very good earnings, or if he feels 
that the market position of the stock indi- 
cates that it is oversold and a technical 
rally is due, he would be justified from 
his own point of view in buying America 
Hide & Leather common, “for a quick 
turn,” as the saying is. 


The Difference. Between Investor and 
Speculator 


In the long run, however, investment 
values may be identified with speculative 
values, an idea which is the basis of al! 
scientific speculation as well as of scientific 
investment. That is, both the investor 
and the speculator buy stocks because they 
think they are cheap, or undervalued at 
the market price. The difference is that 
the speculator buys because he thinks 
someone else will want them at a higher 
price, while the investor buys because he 
knows he wants the stock and is not in- 
terested in the higher price. 

The standards by which they measure 


THE MAGAZINE OF WALL STREE! 











Surplus and 
Profits 

$1,647,100 
2,017,800 


COLONIAL BANK 


Dividends in 
Calendar Year 
$12 + 335%4% (stock) 

15 


Book 
Value 


$306. 
352. 














siocks to determine whether they are over- 
or undervalued are the same, however, as 

se given above: earning power, book 
value, financial position, etc. 

An indication of how much alike the in- 
yestor and the speculator think on certain 
subjects is shown by the extreme re- 

tance which stocks of acknowledged in- 
yestment value put up to a speculative de- 
cine. American Telephone and Tele- 
graph, whose investment position is as 
strong as that of any common stock listed 
on the New York Stock Exchange, sold 

yund 123 most of the year and is now 
und its lowest point at 121. The same 
period has seen Stewart-Warner fall from 
124% to 74%, Gulf Steel from 105 to 67, 

d even such well-secured stocks as 
American Woolen from 110 to 80. The 
inference is clear, that the highest type of 
investment value has a certain stabilizing 
influepce from the speculative point of 
view. 

An Exception 


There is one type of security, however, 
whose market price is determined practi- 
cally by nothing else than its book value. 
This is the class of bank and trust com- 
pany stocks, and securities or companies 
in similar lines of business, because of the 
nature of the case. For in this type of 
business only is there a direct relation be- 
tween the value of the property employed 
in the business (consisting, outside of 
building and fixtures, of cash and negoti- 
able instruments), and the earning power 
of the company; this direct relation being 
expressed by the average rate of money 
over a given period. 

In the case of an industrial concern, we 
do not really know how much the property 
is worth until we know how much it can 
earn; hence book-value is dependent on 
earning power. In the case of a bank, we 


know how much the property is worth be- 
cause it is expressed in terms of money, 
and knowing the prevailing rate of return 
on money we can estimate fairly closely 
the expected earnings if we know the 
amount of banking capital invested, and 
its rate of turnover. For this reason book 
value is the dominant factor in the price 
of bank stocks, and earning power is 
secondarily derived from it. 

In the following brief analyses we shall 
indicate the relations of the various ele- 
ments of value in a number of typical se- 
curities bringing out the points made 
above. 

GENERAL ASPHALT 


This stock is a typical example of the 
kind of security which at given times may 
possess great speculative value without 
holding out much interest to the investor 
as such. Its earning power has been 
mediocre, to say the least, having aver- 
aged $1.45 a share in the last ten years, 
with a high of $7.18 and deficits in two 
years out of ten. Its financial position has 
been nothing remarkable, according to the 
statement of Dec. 31, 1922. At that time 
the ratio of current assets to liabilities 
was something under 3 to 1, working capi- 
tal was about $23 a share, and cash re- 
sources about $6.70 a share. Yet even last 
year the stock sold as high as 73, com- 
pared with present prices around 27; and 
in 1919 it sold in Philadelphia as high as 
160. Yet it has never paid a dividend, and 
it would have been hard at any time to 
present categorical grounds for the belief 
that it ever would. 

On the other hand, the nature of the oil 
industry lends itself readily to violent fluc- 
tuation, through rumors of the finding of 
huge new wells, or of the drying-up of 
old wells; in addition, the company’s oil 
properties are largely in South America, 
whence irresponsible reports may easily 


emanate without the possibility of a quick 
check-up, and the stock has been loosely 
held without the backing of a persistent 
investment demand to support it. 

For speculative reasons, therefore, the 
stock has been a great favorite at times, 
and may be so again. In accordance with 
its usual position on such securities, THe 
MAGAZINE OF WALL Street has not recom- 
mended the stock either for investment or 
for speculation, and while some temporary 
profits have been missed, yet in the long 
run our readers have been saved a good 
deal of money by keeping out of the stock. 


AMER. HIDE & LEATHER CO. 


This stock may be regarded as a speci- 
men of those securities which have a rela- 
tively high book value (from certain 
points of view), but whose poor earning 
power has been their fatal weakness. In 
the past ten years, the company has aver- 
aged about half of the preferred dividend 
requirements of 7% earned each year, and 
in two of these years nothing at all was 
earned on the preferred. The war gave 
some impetus to the company’s earnings, 
so that from 1916 to 1920 an average of 
$10.96 a share was earned on the 11.5 mil- 
lions of common, which with 13 millions 
of 7% cumulative preferred makes up the 
capitalization. The depression of 1920- 
1921 hit the company hard, however, as its 
industry was among the first to be affected, 
and has been among the last to “come 
back.” 

The financial position may be considered 
very good, as there were at the end of 
last year nearly 10 millions of current as- 
sets against 2.8 millions of liabilities, while 
among the assets cash and receivables 
alone amounted to 2.3 millions. Profit and 
loss surplus with reserves amounted to 9.4 
millions, or nearly $82 a share on the 
common, while book value, as stated above, 
is about $145, with no allowance for back 
dividends on the preferred. 

According to some conventional modes 
of thinking, the above exhibit should leave 
a favorable impression of the “value” of 
the stock, yet marketwise it has been one 
of the weakest of the weak, and the mar- 
ket has been right. No dividend has ever 
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been paid on the common, and there is a 
possibility that it might be wiped out alto- 
gether if the company were reorganized 
incidentally to funding the arrears of divi- 
dends on the preferred. 

At present prices around 7% the 
stock seems to possess neither invest- 
ment nor speculative values, in spite 
of the fairly impressive balance-sheet, 
and serves as a horrible example of 
how little confidence is to be placed in 
the latter, taken alone. 


F. W. WOOLWORTH 


This stock stands almost at the opposite 
end of the scale from the last-mentioned, 
and is worth considering as a counterfoil. 
Where Hide & Leather has poor earnings 
and (with reservations) high book-value, 
Woolworth has good and improving earn- 
ings, and slight book-value. According to 
the 1922 report, the latter item amounted 
to $46 a share, after deducting 30 millions 
of good-will. 

Earnings, on the other hand, have shown 
a pronounced upward tendency from less 
than $10 a share before the war to $26.42 
in 1922, although outstanding common has 
been increased from 50 to 65 millions in 
that time. The financial position is corre- 
spondingly excellent, current assets at the 
end of 1922 amounting to 31.6 millions as 
against 6.3 of current liabilities, while 
cash alone amounted to 9.6 millions. 

Dividends were initiated in 1912 at the 
rate of $2 annually, and in 1917 were put 
on the present basis of $8 annually, in 
addition to occasional extras. The stock 
has usually sold at well above an ordinary 
investment basis, on the same ground as 
bank stocks and Standard Oil issues, 
namely that the business has been and is 
constantly growing and the earning power 
of the assets is beyond all question. 

In accordance with this high investment 
status, it is of interest to see how Wool- 
worth withstood this year’s heavy liquida- 
tion and depression of common stocks. 
In January the stock was selling around 
224, and by May had reached its highest 
point of this year, at 239. At the time of 
writing, in a market in which even Steel 
has lost twenty points off ‘the top, Wool- 
worth is selling at 230, or only nine points 
below the highest figure of the year. 

This indicates the high value, even 
from a speculative angle, of the earn- 
ing power of a company like Wool- 
worth, even where no great asset 
values exist to bolster it up. 


COLONIAL BANK 


This stock may be selected as typical of 
the securities of financial institutions. As 
of March 27, 1923, it had a capital of 
$800,000 and surplus and profits of $2,017,- 
000. The sum of these divided by the 
8,000 shares outstanding gives $352 per 
share as the book value. Accordingly the 
price (bid) at the end of June was $375 
a share, the difference being to some ex- 
tent due to the anticipation of further 
growth by the bank. 

Last year at this time it had a book 
value of $306 a share, calculated by simi- 
lar methods, and was quoted at $300 a 

(Please turn to page 572) 
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Preferred Stocks 


Artificial Market—Prices Lower 


HAT transactions took place in the 
preferred share market followed 


the trend set by quotations for, 


common stocks. The volume of business 
was small, but trading could only be 
brought about, in most instances, by sub- 
stancial recessions in prices. As an illus- 
tration, Kelly Springfield Tire Company 
6% preferred, dropped almost nine points 
on a sale of 100 shares. The brilliant 


earning report of Mack Trucks, Inc., was 
without effect and the first preferred 
stock, which is the prior obligation of th 
company, dropped four points to 87 on a 
turnover of a few hundred shares. Losses 
were sustained in all middle grade an 
speculative issues, although, as a ruk 
sound investment stocks succeeded in hold 
ing their own. Many good opportunities 
for investment can now be had. 
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* Based on average earnings during past 
six years. 

+t Average number times earned last five 
years. 
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I unta Alegre Sugar Co. 





The New Punta Alegre 


What Acquisition of New Properties Has Done for 
Company—The Question of Dividend Resumption 


By JOHN MORROW 


OT in several years has there been 
the interest in raw sugar evidenced 
this year. The collapse of the com- 
n idity in the post-war depression pric- 
illy bankrupted Cuba. and made some 
1erican bankers wish that there was no 
h thing as a “sweet tooth.” However, 
buying demand which set in last year 
| which continued over into 1923 put 
price of raw sugar at levels where it 
s a foregone conclusion that the Cuban 
npanies would make money on the 
22-23 crop. Early this year, every time 
ce of raw sugar went up, market quo- 
ions for sugar shares were advanced. 
hen the government threw its specula- 
n bombshell, raw sugar and prices of 
gar stocks descended the heights to- 
ther. Then when the little word Java 
s mentioned in trade circles sugar 
ks went down some more. The fact 
the matter is that speculation on the 
rrent Cuba crop seems to have been 
erdone, and fantastic tales of probable 
r-share earnings of Cuban producers 
iy have to be toned down a little. 
Punta Alegre shares have been in the 
refront of speculative activity since the 
war shares first began to come into 
ominence some months ago. It is a 
pular stock, management is regarded as 
nservative, production costs are sup- 
sed to be relatively low and it is re- 
rded as one of the best Cuban com- 
nies whose shares are widely upon the 
nerican securities market. The record 
the company during the war was quite 
spectacular as that of most sugar com- 
nies, but its condition after the depres- 
m was not quite so depressing as that 
some of the others. The expansion of 
inta Alegre during the past five years 
s been extremely rapid and yet there 
s been no hint that earning power was 
sing possibilities, or that the company 
is weakening itself by too fast develop- 
nt. In 1918, Punta produced less than 
3,000 bags of sugar, and the output dur- 
g the season recently ended was 1,200,- 
) bags, or almost treble the outturn of 
18. This expansion has not come 
rough intensive development. Where in 
18 Punta Alegre was made up of three 


operating companies, it now consists of 
five. .Where in 1918 there was a funded 
debt of $4,500,000, and capital stock of 
$3,100,000, there is now a funded debt of 
over 10 million dollars, and capital stock 
of 16 million 500 thousand dollars. Capi- 
talization per bag output in 1918 was 
about $15, whereas on a basis of an out- 
put of 1,200,000 bags it is now over $22. 
The relative size of Punta Alegre as a 
producer may be generally measured when 
it is remembered that Cuba Cane Sugar 
produced about 3,300,000 bags this year. 
Of Punta’s funded debt, 4% million dol- 
lars was issued to pay for the Baragua 
Sugar Company, which has a capacity of 
over 400,000 bags per annum. 


Current Earnings Possibilities 


Almost from the time that trading in 
raw sugar became active, prices began to 
advance. There has been active specula- 
tion as to what proportion of their crops 
the Cuban producers have sold, and at 
what price levels. When raw sugar was 
up above 6 cents per pound it was com- 
monly asserted that Cuban producers were 
not anxious to sell their sugar, but were 
holding fast in anticipation of higher 
prices. When the spectre of the Java 
crop came into the market, and Cuban 
raws declined to under 5 cents, not so 
much was heard about the bold stand of 
the Cuban producers. 

It is a truism that the price obtained 
for raw sugar determines the profits. 
Early in April, Punta Alegre was sup- 
posed to have sold over 40% of its esti- 
mated crop. Assuming that at that time 
the company had unsold about 600,000 
bags of sugar, a difference of % cent a 
pound in selling price would mean a dif- 
ference of 1 million dollars in earnings, 
or almost $3 a share on the outstanding 
stock. There are no detailed official fig- 
ures showing the production costs of the 
company, but as far back as 1920, when 
labor was high and costs were anything 
but conservative, it was estimated that 
Punta could produce sugar around 3 cents 
a pound. On that basis the company 
should have produced the 1922-23 crop at 
a cost of less than 3 cents a pound. Early 





PUNTA ALEGRE SUGAR 


Bal. for 
Dividends 
$737,817 
1,613,117 
6,690,652 
*2,843, 290 


Years Ends 
May 3ist 


Oper. 
Revenue 

$1,822,979 
2,955,012 
8,708,394 
*1,359,035 
1,267,897 


* Deficit. 





Amount Sugar 

P-oduced 

( Bags) 
442,746 
605,150 
623,620 
663,709 
738,712 


Am't Com. 
Outstanding 


$3,100,000 

3,860,000 
11,637,150 
11,641,150 
11,641,150 


Earned on 
Common 
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in the year it was predicted that on this 
crop Punta would make $15 a share. The 
fiscal year ends on May 3lst, which is 
near the end of the active grinding sea- 
son, but the report for the fiscal year 
ended May 3lst last is not yet ready for 
publication. Owing to the weakness in 
raw sugar and the unsatisfactory state of 
the market for the commodity it may be 
necessary to revise the $15 per share esti- 
mates. It must also be borne in mind that 
much of the 1922-23 crop was unsold as 
of May 3lst, therefore, cannot be in- 
cluded in earnings for that fiscal period. 

There is nothing haphazard about the 
output of Punta Alegre, for as long ago 
as last October, it was officially estimated 
that an output of 1,200,000 bags was ex- 
pected from the 1922-23 crop. Of course, 
official estimates of such accuracy are not 
especially unusual, but it is one evidence 
of careful management, and of an estab- 
lished policy or program. If earlier esti- 
mates of earnings have to be toned 
down it would seem conservative and rea- 
sonable to believe that Punta Alegre can 
earn at least $10 per share on the com- 
mon stock this year, with the chance that 
the balance will be larger than that. 


Conclusion 

As has been indicated previously, the 
securities of Punta Alegre ordinarily 
enjoy active markets, both bonds and 
stock. The company was fostered by New 
England capital, and for several years the 
stock found its main market upon the 
Boston Stock Exchange, coming over to 
New York in 1919. The most interesting 
bonds are the convertible debenture 7%, 
due 1937, which are convertible into stock 
on the basis of 18 shares for each $1,000 
face value of debentures. On account of 
the conversion privilege these bonds fluc- 
tuate somewhat in sympathy with the 
stock, although they are not mainly de- 
pendent upon the position of the stock for 
their investment position. The earning 
power of the company, under all but ex- 
tremely subnormal condit‘ons, is guaranty 
of interest protection. The conversion 
privilege, however, does add market in- 
to the bonds, particularly when 
(Please turn to page 574) 
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International Paper Co. 








Union Bag & Paper Co. 








American Writing Paper Co. 





A Complete Picture of the Paper 
Industry Today 


Current Affairs Among the Leading Paper 
Companies—Position of Their Securities 


HE paper industry, as far as activity 

is concerned, turned the corner about 

the middle of 1922. There was a 
heavy demand in the last six months of 
that year and the demand has continued 
into 1923, up to the present time. As a 
mutter of fact, production for the past 
twelve months has approached record pro- 
portions, having been exceeded only by the 
high level obtained in 1920. Ordinarily, 
this big demand would mean large profits 
for companies engaged in the paper in- 
dustry, but unfortunately the margin of 
profit under present conditions is below 
normal. Manufacturers have adhered to 
a conservative policy in advancing selling 
prices in spite of the large demand and 
such increases as have been put into effect 
have not been commensurate with the 
rapid rise in wages and the cost of ma- 
terials. Wood, wood pulp, rags, paper 
stock, chemicals and coal form the bulk of 
raw materials used and practically all of 
these items are selling close to their high 
levels and are not likely to show any im- 
portant recession. 

Paper manufacturers, on the basis of 
present demand and prices, are able to 
operate at a profit, but this profit is only 
a moderate one. Manufacturers, however, 
by sacrificing some of their profits in 
keeping prices at a relatively low level, 
have placed the industry in a_ basically 
sound position. No large stocks have 
been accumulated, in fact stocks have 
been reduced to a point where there is 
possibility of an actual shortage, and indi- 


By FREDERICK MAXWELL 








cations are that fair profits 
will be shown for some time 
to come. DOLLARS 
PER SHARE 
Trend of Activity bid 


Of the 7 million tons of 50 
paper produced last year, 
approximately 2.5 millions 
were newsprint. Consump- 
tion of paper is closely re- 
lated to the trend of gen- 
eral business, for in the case 
of newsprint the volume of 
advertising is the governing 
factor influencing the size 
and number of newspapers. 
Of the other classes of 
paper, the demand for books 
and fine paper tends to lag 
slightly behind the business 
cycle, while consumption of 
wrapping paper and bags is 
a very fair barometer of 
general trade _ conditions, 
tending to run somewhat in 
advance of swings in busi- 
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ness activity. Seasonal dull- 





ness usually setting in 

around June Ist, has not yet made itself 
felt and at present there are no signs of a 
falling off in business. 

There are three important paper com- 
panies whose shares are listed on the 
N. Y. Stock Exchange, and the following 
is an analysis of the position and prospects 
of each of these companies : 


in 





International Paper Company 
Outlook for 1923 Earnings 


NTERNATIONAL PAPER CO/’S 
I earnings during the past several years 

have shown rather remarkable fluc- 
tuations. In 1917 when newsprint on con- 
tracts reached the unprecedented price of 
$130 per ton, net income of the company 
reached 11.8 millions, equivalent to over 
$47 a share on the common stock. In 
1922, in spite of the good demand for 
paper, the company reported a deficit after 
preferred dividends of over 9 millions. 
This unfavorable showing was party due 
to difficulties created by the coal and rail- 
road strikes and severe inventory deprecia- 
tion. During the period 1916-1920, the 
company showed very handsome profits, 
as the American paper industry was stimu- 
lated by war tirne restriction of Canadian 
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and foreign importation. Previous to 
1916, however, earnings were unimpressive, 
not being sufficient to cover the 6% pre- 
ferred dividend. In the current year, how- 
ever, the company is making a much bet- 
ter showing. It will have nothing further 
to write off for inventory depreciation and 
is now running at about 5% above what 
is regarded normal operations. The final 
returns for the year should show a sub- 
stantial balance for the common stock. 


Financial Condition 


The 9 million deficit reported in 1922 
following a 2.6 million deficit in 1921, 
naturally had its effect on the financial 
structure of the company. Important im- 


provements and new construction have 
also eaten into current assets. As a result, 
the December 31, 1922, balance sheet 
shows 12.6 millions bank loans and work- 
ing capital reduced to 14.6 millions as 
compared with 26.5 millions at the end of 
1920. Ratio of current assets to current 
liabilities, December 31, 1922, was 
proximately 2 to 1. 

International Paper controls 25 pulp and 
paper mills, having an annual. output of 
about % million tons of paper of all 
grades, of which 66% is newsprint. T! 
plants are located in five states and in thie 
Canadian provinces. In addition to its 
paper mills, the company owns and oper- 
ates water power plants, owns or leases 
water power sites and owns in fee or 
through subsidiaries, more than 1.5 million 
acres of woodland and has the right to 
cut timber on 2.87 million acres in Canada 
The management for some time has rea!- 
ized that with the greater part of its tim- 
ber supplies in Canada and more than 85‘ 
of producing capacity in the United States, 
there could be important savings in costs 
by transferring operations to the sourc« 
of raw materials. The necessity for meet 
ing severe Canadian competition on equal 
terms, lack of Governmental protection 
for the industry and steady exhaustion 0 
domestic woodlands are factors which ar 
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influencing the management to adopt the 
licy of gradually abandoning American 
milJs. 
In line with this policy, the company has 
ected a large new mill at Three Rivers, 
(uebec. This mill is now in active opera- 
m. Water power sites in this country 
e being developed for production of elec- 
trical energy, some of which will be util- 
-d in the company’s own mills, but a 
nsiderable portion of which is to be 
ld. This should eventually furnish a 
bstantial source of revenue. 


Conclusion 


Capitalization of International Paper 
nsists of 19.3 millions funded debt which 
lls due in 1947, 24.9 millions 6% cumu- 
lative preferred stock and 19.9 millions 
mmon stock. Despite the large earn- 
ings shown in the 1916-1920 period, no 
vidends have ever been paid on the com- 
ym stock and this conservative policy 
s conserved the assets of the company. 
ok value of the common stock is $174 
r share after allowing par for the pre- 
rred, but in this connection, it should 
realized that these assets include many 
merican plants which may ultimately be 
rapped and whose value under present 
nditions is probably very much less than 
at given on the books. 
In view of the large floating debt, capi- 
requirements necessary for the 
rsion of water power sites to production 
electricity and the likelihood of further 
pansion in Canada, the company will 
ve good use for all surplus earnings and 
is decidedly unlikely that the manage- 
nt will start dividends on the common 
ck for some time to come. At present 
levels of around 36, the common stock 
is not without possibilities of apprecia- 
tion in value, if held for the very long 
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HOW THE PAPER STOCKS ARE RATED 
INTERNATIONAL PAPER 


Qualifications 

industry 

.Very irregular 

.Severe competition 

-Success not impressive... . 
Large bank loans.... : 
Gc ccccsese 

- Lowest level in four years... . 


UNION BAG & PAPER 


Qualifications 
Important industry 
. Formed in 1916 ste0 
.Strongly intrenched in trade 
..No bank loans. 
..In excess of dividends... .. 
..Close to low levels 


AMERICAN WRITING PAPER 
Qualifications 

industry 

.Frequent deficits. 


.New management not proved. . 
. Lowest in 6 years 
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pull, but with many good dividend 
paying stocks, selling at prices to re- 
turn from 8% to 10% on the invest- 
ment, the stock does not appear an 
especially attractive opportunity at this 
time. 

The 6% preferred stock must be given 


a speculative rating in view of the fact 
that dividends were not earned in the past 
levels of 65 to 


two years. At present 
yield 9.2%, however, it is not unattractive 
as a speculation, in view of the large equi- 


HUGE MACHINES FOR MAKING PAPER 


The pulp in liquid form starts at the right, passing through the screens, then 
goes through many sets of hot rollers, coming out as finished paper in big rolls 
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fact that 
time are sub- 


issue and the 
present 


behind the 
earnings at the 
stantially in excess of the dividend re- 
quirement. Earnings for the past ten 
years have averaged 13.1% on this issue. 


ties 


UNION BAG AND PAPER 
Did Well in Depression 


NION BAG & PAPER plants have 
a daily capacity of 36 million paper 
bags, 250 tons of paper (principally 
wrapping paper), 27 tons of ground wood 
pulp, 160 tons of sulphite pulp. This is the 
largest producer of paper bags and wrap- 
ping paper in the United States and with 
plants located in New York, Michigan, 
Illinois, Wisconsin it is able to economi- 
cally distribute its products. Organized 
in 1916 as a merger of the Union Bag & 
Paper Co. and the Riegel Bag & Paper 
Co., the present company has shown its 
ability to operate profitably even in periods 
of depression. Earnings since organiza- 
tion have averaged approximately 14% on 
the 14.9 million capital stock. Dividend 
payments averaged 8% on the common 
stock from 1916 to 1921, and in May 1920, 
a stock dividend of 50% was paid. In 
1922, the stock was placed on a 6% basis. 
Despite this liberal dividend policy, the 
company is in excellent financial condi- 
tion, ratio of current assets to current lia- 
bilities at the present time being 8 to 1. 
In 1922, the company earned 6.29% on 
the common stock and in view of the in4 
creased demand for its products this year, 
a substantial balance over present divi- 
dend requirements is to be anticipated. 
One of the interesting connections of 
Union Bag & Paper is control of the St. 
Maurice Paper Corp., a Canadian com- 
pany, owning 2,000 square miles of timber 
lands in the Province of Quebec. This 
(Please turn to page 568) 
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Republic Iron & Steel © 





The Rejuvenation of Republic 


Unusual Position of Preferred Stock—Common 
Stock Earnings—The Company and Its Future 


ALL STREET never expects the 
W steel shares to advance in a bull 

market until practically all other 
groups are well on their way to the high 
levels. During the early part of this year, 
a frequent speculative expression had for 
its central thought the idea that the steel 
shares would have a brilliant advance be- 
fore the termination of the bull market. 
As a matter of fact the steel shares weak- 
ened when the rest of the market weak- 
ened, and had suffered just as much as 
most stocks on the list during the decline 
in stock prices, which has now run about 
three months. Earnings reports indicate 
the steel business was at its low during 
the first quarter of 1922. Then it began 
to pick up. For over a year, steel com- 
panies have been repairing damages caused 
by the depression, or at least, restoring 
earnings upon junior shares. 


Republic Iron & Steel has been one of 
the few independents unaffected by serious 
merger talk. There have been some few 
rumors connecting the company with other 
companies, but they appeared to be a re- 
flection of the general epidemic and did 
not seem to be based upon tangible 
grounds. The Bethlehem-Midvale-Lacka- 
wanna merger and the Youngstown Sheet 
and Tube consolidation may be factors 
which Republic Iron & Steel will have to 
consider in the future, but there seems to 
be no present way of determining whether 
these consolidations and mergers will 
change competitive conditions under which 
Republic is operated. 


Earnings and Prospects 


When the post-war depression in the 
steel industry came, it did not stop half 
way with Republic, but was severe enough 
to force the suspension not only of divi- 
dends upon the common but also of divi- 


By HENRY FRANKLIN 





Gross Sales 
$78,325,000 
75,224,110 
45,872,300 
76,342,220 
20,756,750 
39,123,700 





Net Income 
$15,857,197 
7,791,900 
2,141,197 
7,616,522 
*5,281,600 
418,312 


REPUBLIC IRON & STEEL EARNINGS 


Earned Paid 
on Common 
Common High Low 
$51.80 94% 60 
22.20 96 
1.43 6 145 
19.50 124% 
seece 73% ? 
78\% 2 
Present Price 41 





dends upon the preferred. Preferred divi- 
dends were suspended in the early part of 
1922, and common dividends a year pre- 
viously. Beginning in the summer of 
1922, earnings began to increase. Unfilled 
orders began to grow larger, quarter by 
quarter, until as of March 31, 1923, they 
stood at 332,000 tons, against 130,000 tons 
on March 31, 1922. Although Republic 
earned only $1.68 a share on preferred 
stock last year, dividends were resumed 
in January, 1923, and in May a dividend 
of 2% was declared on account of accu- 
mulations. Accumulated dividends now 
amount to 5%. 

This chronological synopsis is odltess 
the best way of indicating the low point 
of depression and the resulting recovery. 
It is not a complete picture, as the steel 
business is still in the midst of activity 
with mills operating at perhaps 90% ca- 
pacity. Prices are holding firm, but there 
is not as much forward buying as there 
was earlier in the year, and, therefore, 
the fact that the mills are operating at 
90% of capacity is not interpreted as bul- 
lishly as it was some months ago when 
future buying was a feature of the steel 
market. 

In the first quarter of 1923, Republic 
earned a little over 6% upon the preferred 
stock, and $3.65 a share upon the common 


stock. In itself, this showing was quit 
remarkable. It is claimed in behalf ot 
the company that earnings for the second 
quarter were much larger than those for 
the first quarter, and that in the six 
months ended June 30 the company earne: 
$10 a share on the common stock, or at 
an annual rate of $20. It is conceivabl 
that should activity be maintained in the 
steel industry till into next year, Republi 
common will once more enter the divi 
dend-paying class, but that possibility i 
quite beside the point at the present time 
when the preferred shares have by nm 
means regaind their position among in 
vestment, or at least, semi-investment 
shares. 

If one should do a bit of delving int: 
history it is quickly revealed that th 
earning power of Republic has been spot 
ty and uncertain. Originally, Republic 
simply produced bar iron, but after years 
of development became-a manufacture: 
of general steel products. One troubk 
with the company was the widely scat 
tered location of plants, a fault which ha 
been rectified through centralization o 
manufacturing plants in the Youngstow: 
district. As the greater part of the com 
pany’s iron-ore reserves and coal reserve 
are located in the southern district 

(Please turn to page 573) 


A very inspiring sight are the steel mills at night 
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Radio Corporation of America 





Radio’s Amazing Growth 


What Development of Radio Communication and 
Broadcasting Has Meant to Radio Corporation 





RADIOS 


1922-Increase 
In Net income 


MILLIONS 
OF COLLARS 




















F—or when—the investment world be- 
comes a trifle more cheerful and be- 
gins looking for the brighter side of 
conditions as they affect the corporation 
world in general and particular, there 
seems little reason to doubt that the con- 
cern known as the Radio Corporation of 
America will come in for a large share of 
public interest. For this organization, in 
the little over three years in which it has 
existed in its present corporate form, has 
scored what can be shown to be one of 
the most sensational successes achieved, 
during the same period, in the corporation 
world. Indeed, it is doubtful whether any 
development in corporation annals, short 
of the war-bride boom, has much ex- 
ceeded the proportions of the boom which 
Radio Corporation has enjoyed. From a 
company “with possibilities,” whose pos- 
sibilities were limited by a host of restric- 
tive influences, and whose earnings were 
notoriously small, Radio has developed 
into a company of actual performances, 
whose earnings were strikingly large. 
The two graphs offered herewith 
tell the story in picture form. So far 
as the figures go, it need only be noted 
that the gross revenues of the corpora- 
tion reached nearly 15 millions of dol- 
lars last year, as against little more 
than 4 millions in the year before, and 
considerably less than $800,000 for the 
predecessor company in 1914 and 1915; 
while the net income, which had been 
less than $150,000 in 1914, amounted 
to nearly $3,000,000 in 1922. 
The remarkable improvement in the 
company’s affairs can be traced to its 


526 


By J. M. SENEY 


sources without much trouble. The com- 
pany has profited from a combination of 
powerful factors, including particularly 
the association of interest effected with 
two of the most prominent organizations 
in the electrical world; the development 


of its original field of activity, which is | 


that of transmitting communications by 
radio, and the perfecting of the means of 
communication; and, finally, the remark- 
able development of radio broadcasting— 
a business which, although it grew up al- 
most overnight, has nevertheless assumed 
proportions of a more than substantial 
character. 


Picturing Radio’s Growth 


A very complete picture of the growth, 
both of the radio industry and the Radio 
Corporation, is contained in the company’s 
annual report for 1922. In fact, so fully 
does this report cover the development 
of wireless communication, it would be 
found instructive reading even by those 
not directly interested in the company’s 
affairs. Notable facts brought out in the 
report, and necessary to a full picture of 
the corporation’s position, include the in- 
formation that “it is confidently estimated 
that your Corporation is today handling 
between 20% and 30% of the international 
message business that flows across the At- 
lantic and between 40% and 50% of the 
international message business that flows 
across the Pacific”; also, “1922 was one 
of constant progress in improving the 
quality of the international communication 
services, and, although only one new cir- 
cuit was put in operation, the quantity of 
traffic handled was increased by 29% over 
that of the year 1921”; also, “the volume 
of marine traffic, that is, communications 
between ships at sea and between ships 
and shore stations increased in the last 
year (1922) 105% in volume.” 

After a year of amazing activity in the 
retail appliance end, which owed much of 
its results to the development of radio 
broadcasting, the officers of the corpora- 
tion express the following opinion as to 
the future of this field: “The value of 
broadcasting to an individual or commu- 
nity is in proportion to the difficulty of 


saving of life at sea, will be through 
broadcasting to those people who are con- 
fined to their homes or live in remote 
communities. This, however, will not 
limit its entertainment value for those 
who live in the more densely populated 
sections of the country, as the service 
should be constantly expanded to meet the 
wishes and desires of our whole popula- 
tion. It is the opinion of the officers of 
your Corporation, that radio broadcasting 
is here to stay, and has become a perma- 
nent part of the every-day life of the 
people of the United States, the home of 
its development, and that it will ultimate 
ly extend throughout the whole civilized 
world.” 


Are the Shares Cheap? 


The holders of Radio Corporation 
shares, judging not only from the remarks 
of the officials, as quoted from the annual 
report, but also from the amazingly good 
showing of the company as reflected in 
the annual report for last year, would 
seem fully justified in expecting a period 
of continued profitable expansion of the 
company. That being so, the question 
arises as to how much this expansion may 
mean toward increasing the market value 
of the preferred and common issues. 

The company’s capital stock consists of 
3,955,974 shares of 7% preferred stock 
(par $5) and 5,734,000 shares of common 
stock, of no par value. The preferred 
becomes cumulative January 1, 1924. 

An analysis of the income account for 


last year would indicate MILLIONS 
that, unless the com- ™ eroottins 
pany’s forward strides, 
as taken in_ recent 
months, are to be : 
interrupted by now 
unexpected de- 
(Please turn 
to page 
583) 
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RADIO CORPORATION’S EARNINGS GROWTH 


As reflected by this comparison between gross revenues, in 1921-22, of the Radio 
Corporation and gross revenues, 1914-1918, of the predecessor company 
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Newcomers on the N. Y. Stock 
Exchange 


The Fifth of a Series of Articles Describing Com- 
panies Whose Securities Have Been Listed This Year 


DOUGLAS- 


OUGLAS - PECTIN 
PECTIN 


was organized April 1, 
1923, as a consolida- 
ion of the Douglas Packing Company, or- 
ranized in 1911, and the Pectin Sales Com- 
vany Incorporated, organized in 1921. It 
has acquired all the outstanding stock of 
he Douglas Packing Company of Canada. 
This company is one of the largest manu- 
facturers of vinegar in the country. Its 
‘ther product is pectin used by about 90% 
f the world’s manufacturers of jams, jel- 
lies and marmalades to “jell” products 
nore rapidly. It has been sold in bottles 
for household use under the name of 
Certo since 1921. Sales of Certo have 
hown a remarkable increase since it was 
put on the market. In 1921, 1,500,000 bot- 
tles were sold; in 1922, 7 million bottles 
ind the company expects to sell 15 million 
this year. 

While earnings for the past five years 
have only averaged about 70 cents a share 
on the stock, the great success the com- 
pany has had in marketing Certo indicates 
that earnings in the future will be at a 
higher rate. In 1922, the company earned 
$1.74 a share, and earnings for the first 
quarter of 1923 were equal to 78 cents a 
hare or at the rate of over $3 a share per 
annum. In May, the 300,000 shares of 
stock were placed on a $1 per share per 
annum dividend basis, and, in view of the 
good earnings reported so far this year, this 
dividend appears well secured and possi- 
bilities exist of a still higher rate. Book 
value of the stock as of March 31, 1923, 
was $9.58 a share, good-will and patent 
rights being carried at $1. 


G. R. KINNEY G. R. Kinney Company 
COMPANY operates one of the 

largest chains of gen- 
eral shoe stores in the United States, car- 
rying shoes for men, women, boys and 
children. The present company was in- 
corporated in 1917, and in that year oper- 
ated 62 stores in 57 cities. At the pres- 
ent time, the company is operating 131 
stores located in 123 cities. In 1920, four 


By FRED L. KURR 


shoe factories were acquired, and this 
branch of the business did 4.1 million 
gross in 1922. The company has shown 
a good record of earnings. In practically 
every year from 1909 to 1919, inclusive, 
net profits of the stores showed an in- 
crease over each previous year. In 1920 
and 1921, earnings were adversely affected 
by the deflation in prices, but in both 
those years substantial profits were re- 
ported. For the seven years ended De- 
cember 31, 1922, balance available for 
common stock after deducting taxes, in- 
terest and preferred dividends, averaged 
$5.62 a share on the 60,000 shares of stock 
now outstanding. 1922 earnings were 
equal to $8.27 a share. Financial condi- 
tion of the company is excellent, ratio 
of current assets to current liabilties be- 
ing more than 12 to 1. Sales of the com- 
pany in the current year have been run- 
ning substantially in excess of those for 
1922, and E. H. Krom recently stated that 
“if present rate of increase in earnings 
of stores and factories can be maintained 
for the whole year, net earnings should 
be about 40% higher than they were in 
1922.” 

At present levels of 57, the common 
stock is 22 points above the price at 
which it sold when first listed and is 
in a decidedly speculative position. No 
dividends have as yet been declared 
on the stock, and, while earnings and 
financial condition warrant dividend 
payments at 57, such action has prob- 
ably been largely discounted. 


INTERTY PE Intertype Corpora- 
CORPORATION tion manufactures 

and sells type-setting 
machines and appliances, its business be- 
ing in competition with that of the Mer- 
genthaler Linotype. These are the only 
two companies in the world manufactur- 
ing line-casting (composing) machines 
which are used by all newspapers and 
printers for rapid production of type by 
typewriter action. The Intertype machine 
has been rapidly increasing in popularity, 


and, in 1922, 1,237 machines were sold 
comparing with 742 in 1921. Estimated pro- 
duction for 1923 is 1,400 machines. Earn- 
ings for the seven years ended December 
31, 1922, after liberal deductions for de- 
preciation, averaged $2.24 a share on the 
161,946 shares now outstanding. Earnings 
in 1922 were $5.70 per share. The com- 
pany has demonstrated a consistent earn- 
ing power since its incorporation in 1916, 
every year having shown a_ substantial 
profit. 

with an old established 

Mergenthaler Linotype 
was hard to meet but the merits of 
the Intertype product have been recog- 
nized by the trade and a continued good 
earning power is to be anticipated. Finan- 
cial condition of the company is excellent 
with ratio of current assets to current 
liabilities 7 to 1. Cash dividends are be- 
ing paid on the common stock at the rate 
of $1 per share per annum, and, in addi- 
tion, the company has declared a stock 
dividend of 10% payable November 15th 
to stockholders of record November Ist. 
It is believed that the policy of the man- 
agement will be to continue cash dividends 
at the present rate and pay 10% in stock 
annually. Balance sheet as of December 
31, 1922, gives a book value for the stock 
of $19 a share. Due to heavy write-offs, 
assets are valued in the balance sheet on 
a very conservative basis, and patents, 
which are estimated to have more 
than 3% million, are carried at $1. When 
the Intertype machine was first intro- 
duced, the company had to contend with 
extensive litigation brought by Mergen- 
thaler for alleged infringement, but the 
Supreme Court dismissed the claim. 

At present levels of around 27, the 
stock is 14 points below its high point 
of this year. This company’s business 
is now firmly established, and, in view 
of the earning power demonstrated in 
1922, the stock would appear to have 
good long-pull possibilities. 

(Please turn to next page) 
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FIVE RECENTLY LISTED COMPANIES 


*Earned 7—Price Range—, 
Per Share Since Listing 
Capital 1922 High Low 
$1,076,837 $1.74 14% 12% 
4,267,384 5.30 41% 26% 
J 5,626,670 8.27 644% 35% 
276,000 993,167 0.50 19% 11% 
673,280 2,807,300 0.29 16 7% 


+t Also stock dividend of 10% payable November 15 to stock of record November 1. 


————__Capitalization—_——_ 


———- 
Common 
Preferred (No. of Shs.) 


Present 


Working Price 
ric 


Bonds 


$1,124,600 
5,598,100 


*On present capitalization. 
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PHILIP Philip Morris & Co. Ltd., 
MORRIS was incorporated in Virginia 

in 1919 and acquired the en- 
tire assets of Philip Morris & Co., Ltd., 
a New York corporation. It has exclu- 
sive rights in the United States to various 
brands of cigarettes owned by Philip Mor- 
ris & Co., Ltd., of London, England. The 
present company sells throughout the 
United States the brands of cigarettes 
known as “Philip Morris Cambridge,” 
“Morrisette,” “Unis” and “Philip Morris 
English Ovals.” This company controls 
through 100% stock ownership Philip 
Morris-International, organized in 1922. 
The latter company has acquired the ex- 
clusive rights in the United States to va- 


rious brands of English cigarettes and 
smoking tobacco owned by the Imperial 
Tobacco Company and is now engaged in 
selling “Players” cigarettes throughout 
the United States. Up to the end of 1922 
the earning power has hardly been suffi- 
cient to justify the price at which the 
stock is selling. In 1922, net earnings 
after taxes were $139,041, equal to 50c. 
a share on the 276,000 shares of stock 
outstanding. In 1921, net earnings were 
$41,259, and in 1920 $100,942. Of course, 
the new brands being bought out by 
its subsidiary, the Philip Morris-Inter- 
national may result in increased earn- 
ings in the future, but this earning 
power has not yet been demonstrated, 


and, the stock at present levels of 
$12, is an uncertain speculation. Book 
value is only $4.60 per share. 


SIMMS Simms Petroleum pro- 
PETROLEUM duction is now averag- 

ing around 11,000 bar- 
rels per day. About two-thirds of this is 
coming from the Smackover field and the 
balance from Louisiana and Mexia. This 
increased production and better manage- 
ment has been reflected in earnings and 
a deficit of 2% millions in 1921 wa 
changed into a profit in 1922, equal to 29c 
a share. Earnings for the first quarter 
of 1923 were at the rate of about $2.25 pe: 

(Please turn to page 559) 








Oil Mining 


Investors’ Indicator 


Current Earnings—Dividends— Working Capiial 


Industrial 


Yield on 
Recent 
Recent Price 
Price (%) 
10.0 
6.6 
9.1 


Dollars Earned per Share 


1921 1922 





Ratio of Current Assets to Current 

Liabilities 
December $1, 
December $1, 
December 31, 
December 31, 
December 81, 
December 31, 
December $1, 
December 31, 
December 31, 
December 31, 
December 31, 
December 31, 
December $1, 
December 31, 
December 31, 
December 31, 
December 31, 1922. 
December 31, 1922. 
November 30, 1922. 
December 31, 1922. 
December 31, 1922. 
December 31, 1922. 
December 31, 1922. 
December $1, 1922. 
December 31, 1922. 
December 31, 1922. 
December 31, 1922. 
December 31, 1922. 
December $1, 1922. 
December $1, 1922. 


Industrials— 


Ajax Rubber.........-sesseees 
Air Reduction............. coee 
Amer. La France Fire E..... te 
Amer. Druggists’ Syndicate. . 
Amer. Hide & Leather pfd.. 

Amer. Locomotive 

Amer. Steel Foundries 

Butterick Co 

Central Leather..........- eccce 


1922. 
19%2. 
1922. 
1922 

1922. 
1922. 
1922. 
1922 

1922. 
1922. 
1922. 
1922. 
1922. 
1922. 
1922. 
1922. 


tol 
tol 


2p eer-Porsos 
BS: Sesser 


12.01 "5 8 
7 9 
6 


Corn Products 
Endicott-Johnson 
Famous Players. . 
General Motors... 
Gulf States Steel. 
Hudson Motor... 


_— 
¢ Rubber & Tire 
Mack Truck com 
Otis Elevator 
Owens Bottle 
Pierce Arrow pfd 
Remington Typewriter 
Republic Iron & Steel 
Spicer Manufacturing 
a aang ae | crate weal ooee 
trom ber, rburetor 
Stud baker : December 31, 
United Drug. .....cccccccsecs eo b . ee i December 31, 
U. S. é ; ® a December 31, 1922. 
Vanadium : <a inka ae Net current assets, $3,798,529. 


c 
c 


oo 


a 
* aon PADM Gre -lH- 


- 
: pt OOo aIIDAae: wo: : se 


: > 
> epee m 20m tom Soc 


Oils— 
California Petroleum $11.45 
Cosden & Co $0.17 
General Asphalt.......... eveeece def. 
Houston Oil 10.40 
Marland Oil. 11.85 
Middle States Oil 
Pacific Oil 
Pan-American B 
Phillips Petroleum 
Pierce Oil 
Pure Oil 
Sinclair Consol 


2% tol 
4 tol 
2% tol 


December 31, 1922. 
December 31, 1922 
December 31, 1922. 
3'4tol December $1, 1922. 
2% tol December $1, 1922. 
Net current assets $2,338,081. 
2%tol December $1, 1922. 
3% tol December $1, 1922. 
to 1% December $1, 1922. 
4 tol December 31, 1921. 
(tol July $1, 1922. 
4tol December $1, 1922. 
Mining— 
American Smeltin ’ 
American Zinc pf 0.22 
ae PEER ES ; 7 
nternationa icke : sess 
Nevada Consolidated le def. 0.27 
Ray Consolidated b def. 0.31 nets 
Utah Copper L 1.03 1.37 4 


* Before depreciation and depletion. 
t Dividend rate given covers regular dividends on yearly basis. 
t After deducting depletion 
§ Year ended March 31. 
b <= dividend of 20% qapette, February 8 
c$3 e id January 20, and $1.50 July 20. p For year ended March 31, 1923, earned 54c a share on preferred. 
a Stock Sa dend of 25% paid vad! od 29 4 Earned $4.58 a share on preferred 
e 20% stock dividend paid February 15. r Earned $6.66 a share on prior preference stock. 
f Pays 12% in stock par value $10. s Year ended a yay 1, 1923, earned $1.37 a share. 
g Stock dividend of 50% and extra dividend of $1 paid June 30. t 25c extra paid J w7 > 
h 10% stock dividend paid March 15. u For 6 months ended ‘May $1, 1923, earned $3.71 a share. 
i50 cents extra paid May 15. 


tol 
tol 
tol 
tol 
tol 
tol 
tol 


*3.65 
*1.32 
0.45 


December 31, 1922. 
December $1, 1922. 
December $1, 1922. 
March $1, 1923. 

December $1, 1922. 
December 31, 1922. 
December 31, 1922. 


COM... 


‘6.3 


Earned $1.67 on preferred in 1922 
On increased stock. 
1 Earned $4.40 on preferred. 
m After giving effect to new financing. 
n Earned’ 0.10% on preferred. 
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Street: I 


Epitor, THE 
TREET TO oF WALL 
;LAME? have read considerable 

in the press regarding 
Vall Street. I have noticed what a ter- 
ble crime it is for sugar to be high in 
rice, and Wall Street is to blame. 

I have noticed when cotton and wheat 
e high in price what a wonderful effect 

has on the farmer and those from whom 

makes his purchases. It is entirely 
ist and proper for cotton and wheat to 
ach a very high price. I have noticed 
hen cotton and wheat go away down in 
rice, that the farmer and his supporters 

k the Government to pension him, or at 
ast to guarantee him a good price for 
s products. On the other hand when we 
ive an over-production of sugar, and 
iar sells unduly low, no mention is made 

fixing a fair price. 

I recently read of a man who lost sev- 
-al hundred thousand dollars speculating 

cotton. All this money did not belong 

» him;, some had been obtained by fraud. 
he press blamed Wall Street. Wall 
treet made him commit fraud; compelled 
im to speculate. Had he succeeded in 
is gambling, he would have been con- 
dered a very clever man, but he failed 
; nearly all gamblers do, and Wall Street 

to blame? The sympathetic press dares 
it blame the man, nor give the real rea- 

m, by saying, GREED, instead of Wall 
treet is to blame? 

Wall Street sells goods, and a man 
; permitted to examine the goods be- 
ore he makes a purchase. If he is in- 
elligent he can purchase bargains, but 

he makes a purchase without ex- 
mining the goods, and pays a price 
or it far more than it is worth (al- 
hough not compelled to make a pur- 
hase), is Wall Street to blame? 

I have known of a banker afraid to say 
ie stock of a certain company was a 
imble, because the company transacted 
usiness with him. If the customers of 
1e bank who have bought the stock lose 
ieir money, as they surely will, is Wall 
treet to blame? 

Who is Wall Street? When the press 
ill answer this question to the public, 
1en I believe Wall Street will not always 
ceive the blame.—H. W. Y. 


S WALL 


As the writer of the above intimates, 
Vall Street is regarded as to blame for 
arly everything that turns out badly in 
financial way. Yet any careful observer 
ill recognize that while Wall Street, so- 
illed, is by no means a Mecca of the 
irtuous, and can stand a good deal of 
ouse-cleaning, still it is no better and no 
vorse than the rest of the commercial 
orld, whose methods it necessarily 
dopts. Furthermore, the better element 
n the Street, which in spite of the critics, 
eally constitutes the majority, is fully 
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awake to the situation and is making its 
own efforts to rectify conditions. How- 
ever this may be, there is no reason to 
dispute the point made by the writer of 
the above that the sins of the individual 
investor are oftimes laid wrongly at the 
doors of Wall Street. The financial sys- 
tem has enough to answer for without 
having to answer for the greed and mis- 
doings of individuals—TuHe Eprror. 


Was Senator Capper Right? 


Editor, THE MAGAZINE OF WALL STREET: 

Senator Capper’s article “France on the 
Ruhr” was highly interesting reading. It 
shows his keen insight into the economic 
situation as it confronted us and the rest 
of the world. It seems, however, that the 
Senator’s statements are incomplete, and 
therefore misleading, in one all-important 
point: the amount of reparations which 
Germany has actually paid since the sign- 
ing of the so-called peace treaty of Ver- 
sailles. According to the official German 
figures, as they are obtainable everywhere 
and which were never officially contra- 
dicted by our former allies, Germany has 
paid or delivered in government property, 
ships, coal mines, railroad materials, 
cables, seized properties abroad, cash, 
coal, dyes, cattle, lumber, etc., etc., values 
amounting to 


46 billion gold mark, and has spent 
additional 

10.5 billion gold mark at home for the 
forced destruction of military and 
industrial plants, etc. 


This tremendous sum, equal to about 
13.5 billion dollars, does of course not in- 
clude the large losses she suffered by hav- 
ing to give up Alsace-Lorraine, her two 
rich Eastern provinces and her colonies. 
13.5 billion dollars is equal to or more 
than the sum total of all our war loans to 
England, France, Italy and the smaller 
countries and we all know how hard it 
will be for us to get this money back, 
judging from the results obtained so far. 
France in particular has not paid anything, 
although she just now discovered that she 
could afford to advance 400 million francs 
to Poland for the purchase of more army 
equipment. 

In view of these facts, Senator Capper’s 
words : 


“After 4 years of hope deferred and 
continual evasions of the penalties of 
the war by the vanquished, France has 
undertaken to execute the solemn judg- 
ment pronounced at Versailles” 


seem astonishing, to say the least, and 
when he adds: 

“In a similar position we may not have 
waited so long,” he is wrong again, because 
it is safe to say that America will never 
be in a similar position as France is in to- 
day, and besides, uncle Sam will never be 


able to play the role of a Shylock. The 
continual which Mr. Capper 
speaks, then, is not apparent in Germany's 
actions, unless he expected her to turn 
dirt into gold, but evasion is plainly visible 
in France’s continued effort to keep Ger- 
many’s credit below the freezing point by 
refusing to come to an understanding on 
a final reasonable amount of what she 
should pay. 

In conclusion will say that when the 
Senator speaks of the treaty of Versailles 
as “the solemn judgment pronounced at 
Versailles,” he is applying to it a name 
entirely different from the one the major- 
ity of the civilized world stands ready to 
give it, who by this time fully realize what 
a combination of hate, greed and folly it 
represents and how ruinous it has been to 
friends and foes alike. And why should 
this judgment of Versailles be more sacred 
than the 14 points on which President 
Wilson and our allies solemnly had 
pledged their word? Is the saying “a 
man is as good as his word” still true or 
is it not?—R. S. 


evasion, of 


The writer of the above evidently leans 
rather heavily toward the German side. 
Regardless of the merits or demerits of 
his arguments, there can be no question, 
as THe Macazine oF WALL Srreer has 
stated so many times, that a complete 
restoration of Europe cannot be had with- 
out a complete overhauling of the Ver- 
sailles Treaty. It is apparent that Ger- 
many, having been shorn of some of her 
richest assets, cannot be expected to “de- 
liver the goods” as per the original treaty. 
That this is seen even by the victorious 
(sic!) powers may be recognized from 
the fact that the earlier terms have been 
repeatedly scaled down, even with France's 
assent, yet without bringing the full 
amount of reparations anywhere within 
the ability of Germany to pay. The re- 
sults of this misguided policy may be seen 
not only in the growing weakening of 
Germany but’in the continued decline of 
the currencies of European nations, which 
are profiting as little as Germany from 
the “peace.”"—Tue Eprror. 


Income Tax and Market Decline 


Editor, THe MaGazIne oF WALL Street: 

I buy and read your magazine regularly 
and appreciate it highly. 

Especially do I like your readers’ con- 
tribution column and think much of in- 
terest is likely to appear there. I can’t re- 
sist the urge to add my own little contrib- 
ution, so here goes. 

Regarding the big March slump of this 
year, it seems to me one element has been 
entirely overlooked—I refer to the effect 
of the Income Tax law provision taxing 
two year stock-holding profits at 12%, 
while shorter profits took the whole sur- 

(Please turn to page 572) 
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“The Cover 


ofa Magazine 


Somebody 
realized that the world of finance 
resembles a great, central driving-wheel, 
with cogged rims; that railroading, manufac- 
turing and merchandising resemble lesser wheels, 
elso cogged, their teeth meshing into, the grooves of 
the Central Wheel of Finance; that, only when the 
Central Wheel functions smoothly can the outer wheels 

revolve smoothly—that the whole apparatus, taken together, 
must work in perfect uniformity and harmony if efficiency 
is to result. 


Somebody passed the word on to somebody else— 
and somebody else depicted the theme in the manner 
shown here. 


And every one who, since seeing the tinished 
picture as a cover design for a financial magazine, 
has been led to appreciate a little more fully the 
necessity of co-hesion, co-operation and a 
perfect synchronization in the industrial- 
financial system has been a gainer 
thereby. 
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The Real Facts 
About 
Will-Making 


What a Properly-Drawn Will Accom- 
plishes—Should All Persons Make Them? 








THE OLDEST WILL 


This will was executed in 2548 B. C., antedating by more than a 
thousand years the time of King Tut-Ankh-Amen. It was written 
on papyrus and was unearthed at Kahun, Egypt, by Dr. Flinders 


Petrie. 


By Harvey Barton Hartsock 


Of the New York Bar 


‘NHOULD everyone draw a will? No 
not everyone. If one knows that at 
the time of death all his property will 

utomatically come into and remain in 
yssession of those persons whom he de- 
ires to have it, and if no inheritance or 
ransfer tax will be due on any part of 
is estate, he should not spend time nor 
ioney drawing a will. 

It is apparent that only those people who 

ill die possessed of a small amount of 
money or personal effects, and_ that 
property in possession or control, of very 
lose relatives or friends, can know that 
their property will descend tax free to 
those whom they wish to have it. There 
are, however, a great number of such 
people. A great majority of the people in 
all countries live with little or no margin 
f income above current expenses, and die 
leaving their very small accumulation of 
property to be absorbed by the persons 
iear at hand. 

The minority of people who do accumu- 
late some considerable property, and who 
re interested in its use after their death, 
aturally desire to know whether and 
herein it is better to have that property 
isposed of under a will or merely ac- 
cording to the laws of descent and dis- 
tribution. 

The following are positive reasons favor- 
ing the disposition of property under a 
ill. 

First: A will enables one to direct 
the disposition of his property. The 
iws of descent and distribution in our 
veral states are drawn for the average 
ise and naturally provide first for the 
heirs and next of kin. But there is no 
actual average case, and the desire to pro- 
vide for a different distribution than would 
» effected under these laws, if the per- 
sons should die intestate, is the first and 
most usual reason for drawing a will. 

Within certain limitations one may by 
will direct exactly to whom and in what 
mounts or proportions his property shall 


respective of the 
beneficiary’s rela- 
tion to him. There- 
by, friends who 
have rendered ser- 
vice or sympathy 
to the person while 
alive may be pre- 
ferred over rela- 
tives who have not 
been friends. 
Worthy persons 
and institutions 


Reproduced from 


It is now a part of the archeological collection of the 
museum attached to London University 


In his will Uah provided for the disposition of his property, named 

a guardian for his boy, provided a home for his wife and stipu- 

lated where he and his wife should be buried. The will is remark- 

able for the clear and definite way in which it expresses the 
wishes of its maker 

“Trade Winds,” published by the Union Trust of 


Cleveland, Ohio. 








may be helped un- 
der a will by gifts 
of property which otherwise would be in- 
herited by heirs or next of kin who may 
be in no need of the same. 

A young woman of New York City was 
divorced from her husband but kept the 
divorce a secret from most of her friends 
and at times lived again with the man, 
although she was not remarried to him. 
Her life became very unhappy and the 
man left her. She recently killed herself. 
She had told certain relatives that she de- 
sired very much that most of her property 
should go to her parents if anything 
should happen to her, and that this man 
should have nothing, but she made no 
will. After her death the divorced man, 
who had not supported her for many 
months prior thereto, made claim as hus- 
band to half her property. Under New 
York law a common law marriage is 
effected by man and woman merely cohab- 
iting and acknowledging each other as 
husband and wife. The man was there- 
fore able to make such a strong claim 
that it was necessary to give him almost 
the entire one-half to get him out of the 
case. A very simple will would have made 
it impossible for him to have had any of 
the property. 

It is the natural desire of one who has 
accumulated or saved property that after 
his death it shall work for persons or 











MR. HARTSOCK HAS WRITTEN TWO ARTICLES— 
on the subject of Wills and Will-Making, of which the first 


ippears here. 


The second article, describing some striking in- 


stances of the importance of Will-Protection, will be published in 


an early issue. 
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causes in which he is interested. This is 
the underlying reason why society has 
evolved laws giving a person power to de- 
vise or bequeath his property almost as 
he pleases. This power has enabled men 
of the past to minister unto the present 
and the future, through libraries, universi- 
ties, foundations, hospitals and other insti- 
tutions, established and maintained by 
funds which but for wills would have been 
dissipated by heirs and next of kin. 

Second: By a will one may exercise 
some control over his estate for a 
period of time after his death. Under 
the decedent estate laws the property of a 
person dying without having made a will 
is forthwith distributed forever. That is, 
as soon as court procedure can be had, the 
administrator collects the assets, pays the 
debts, taxes and expenses, takes out his 
own fees and distributes the balance, if 
any, to those who are entitled thereto, ac- 
cording to the legal manner, and that is 
the end of the matter. 

When the recipient of any part of the 
estate dies, leaving children surviving him, 
what he has left of his inheritance is dis- 
tributed as his own property to his chil- 
dren and without respect to the desire or 
estate of the first decedent. 

By will, however, one may devise real 
estate to some surviving person for the 
period of that person’s life, and also direct 
that when that person dies, the property 
shall be disposed of as the testator has 
directed and without reference to the 
wishes of the life tenant. 

Similar provisions may be made with 
respect to personal property by providing 
that the legal title of the same be vested 
in a trustee for a certain period, the 
trustee to hold and manage the property 
and to pay the net income therefrom to 
such persons or institutions as the testator 
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may have directed, and when the period 1s 
terminated to pay over and distribute the 
principal of the trust fund as directed by 
the will. 

Neither the principal of such trust fund 
nor the future income therefrom can be 
attached by creditors of the beneficiary, 
nor can they be assigned by the beneficiary 
himself. Trusts are, therefore, frequently 
set up by those wishing to provide for 
children or widows who through lack of 
business experience might lose or too 
quickly spend the property if given them 
outright. 

A certain woman in New York is the 
beneficiary of a trust which pays her an 
income of about $20,000 a year. She has 
fallen into many entanglements with 
creditors. Several of them have obtained 
judgments against her. To others she has 
given assignments of income to become 
due from the trust. None of these judg- 
ments or assignments, however, has en- 
abled any creditor to get hold of any of the 
principal of, or income from, that trust. 

The period for which trusts may be 
created is usually restricted by law to that 
of the longer lifetime of not more than 
two persons who are living at the begin- 
ning of the trust. It is frequently re- 
stricted by the will itself to the lifetime 
of the surviving husband or wife, or until 
a child shall attain a certain age, which is 
most often twenty-five or thirty years. 

Third: The next advantage in draw- 
ing a will is that thereby one can 
more certainly insure promptness and 
efficiency in administering his estate. 
If one dies intestate, the law provides that 
the surviving spouse shall have first right 
to be appointed administrator, and there- 
after other relatives in prescribed order. 
Whoever has first right to letters of ad- 
ministration in a particular instance may 
or may not be the most able person to 
administer and distribute the estate. That 
person is probably the one most affected 
by the death and hence several weeks 
usually elapse after the death before the 
administrator begins to act. In the mean- 
time, creditors may be embarrassed or the 
assets wasted. 

By will one may appoint a competent 
business friend or trust company as execu- 
tor who will promptly, after the death, 
proceed to have the will probated, to 
qualify as executor, to get control of the 
assets, and to carry out the wishes of the 
testator. 

A young man recently had the sorrow- 
ful task of taking his sister’s body from 
New York to Chicago for burial. When 
he returned to New York and consulted 
lawyers about securing letters of adminis- 
tration on his sister’s estate in New York 
he learned it would be necessary to secure 
written waiver by her mother, who lived 
in Illinois, before he could obtain the let- 
ters. Before that waiver could be ob- 
tained, another person claiming to have 
prior right to the letters made application 
for them. A long contest ensued, which 
wasted a great part of the estate. Had 
the sister made a will all this expense and 
time would have been saved. 

Fourth: The expenses of adminis- 
tration of the estate may be somewhat 
less under a will than if no will exists. 
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A will may provide that no bond be re- 
quired of the executor. An individual 
administrator must always give a bond. 
If the bond is issued by a bonding com- 
pany the premium on that bond is, of 
course, a charge upon the estate. The 
company may require joint control of the 
assets, which means inconvenience to the 
administrator. The fees of an executor 
and those of an administrator are the 
same, and the general expenses of ad- 
ministering an estate are about the same 
whether it is handled by an administrator 
or an executor, except that an adminis- 
trator will probably find it necessary to 
hold a sale of the assets, and the expense 
of advertising and holding the sale must 
be paid out of the estate. 

Fifth: By will one may preserve his 
property for a time in the form in 
which he has it at the time of his 


death. Suppose a person has carefully 
made investments and accumulated securi- 
ties which he believes will increase ir 
value or at least be good long-time invest 
ments. By will he may direct and em 
power his executor to distribute the se 
curities in kind; that is, turn over th 
very securities themselves to his bene 
ficiaries or trustee. An administrator ha 
no such power. Aside from the house 
hold goods, which the law of the stat 
may direct, shall belong to the survivin 
husband or wife, the administrator mus 
either get written consent of all intereste 
parties for distribution in kind, or sell al 
property which has a ready market valu 
and hold an administrator’s sale and se 
all other personal property of the estat 
so as to convert it into cash, at the highes 
obtainable price, for distribution to th 
persons entitled thereto. 
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Points for Income Builders 


Definitions of Some of the More 
Frequently Heard Wall Street Terms 


After a corporation has 
been launched, and has 
become a “going con- 
cern;” the directors sometimes find that 
the capital provisions are not such as to 
be in the best interests of the company and 
its stockholders. It may be found that 
there is an excessive amount of bonds 
outstanding, as compared with the out- 
standing amount of preferred and com- 
mon stock; or the maturity-date on the 
funded debt may be disadvantageous; or 
some such other consideration may con- 
vince the directors of the desirability of 
a change. 

In this event, provision is frequently 
made for an altering of the financial 
structure through what becomes known as 
a “readjustment” or “readjustment plan.” 

An instance of an unwieldy capital 
structure, highly exaggerated, would be a 
corporation with $30,000,000 of 6% bonds 
outstanding, and, say, 10,000 shares of 
common stock. You will note that annual 
interest requirements on the bonds would 
total $1,800,000. In years when the corpo- 
ration earned $50 per share for its com- 
mon stock, then, the amount earned over 
and above bond interest would only be 
$500,000. In other words, the excessive 
amount of funded debt, as compared with 
the amount of capital stock, would tend 
toward illusory earnings results and 
warped picture of the company’s credit 
position. 

Readjustments, as a rule, are purely 

voluntary, representing 
- merely an improvement 
= $ of the capital structure. 
=f Changes in the capital 


Readjust- 
ment 
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account effected under compulsion go | 
the more forbidding name of: 


Reorganization 

A reorganization generally follows ar 
ceivership, which is to say, it is the ; 
tempt to completely rebuild a corporati: 
following proof of the corporation’s ir 
ability to make good in its original for: 
As such, reorganizations are compu 
sory. 

The work of reconstructing a corpor 
tion naturally falls to the lot of tl 
creditors, or their duly appointed repr: 
sentatives. The balance of power in 
reorganization campaign rests in the hand 
of the preferred creditors. 

It is with the contingency of a reorgan 
zation in mind that security-analysts ir 
dulge in all their high-sounding remark 
about “prior liens,” “asset value,” and th 
like. The first, “prior lien,” translate 
into common language means, simpl) 
“first claim on specific assets”; the secon: 
“asset value,” means the value of th: 
claim in dollars and cents. 

The student of finance, or the beginnin 
Income Builder, can afford to think ove 
the meaning of “reorganization.” It ha 
ramifications of very great significanc: 
The student can also afford to study th 
history of reorganizations. Among oth« 
things, he will learn that, when drast 
reorganizations “become necessary, evé 
bonds can be wiped out. On the othe 
hand, he will also learn that, under skil 
ful reorganizations, ‘it can 
be, and often is, made pos- 7: 
sible for heavy losers to )<Z = 


recoup their loss. “4) = 
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What Does the “Limited Payment”’ 
Life Policy Offer Investors? 


ANY men dislike the thought of 

taking out an insurance policy 

which calls for continuous premium 
payments throughout their entire life- 
time. In building up their estate they 
agree with Macbeth that “if it were done 
when ’tis done, then ‘twere well if ’twere 
done quickly.” The necessity of paying 
life-insurance premiums from year to 
year into old age seems to them a burden- 
some obligation. 

It was to meet this condition that a 
modification of the Ordinary Life Policy 
was devised, whereby premiums, instead 
f extending throughout the lifetime of 
the policyholder, could be limited to a 
lefinite period of years, the face amount 
f the policy being payable to the bene- 
iciary at death under this plan as it is 
inder the Ordinary Life form. This 
modified contract, with a premium period 
usually running from 10 years to 30 or 
35 years, and designated as the Limited 
Payment Life plan, has become one of 
the most popular forms of insurance 
ssued by the “Old Line” companies. If 
so desired, the premium may be limited 
to one payment, made at the time the 
policy is taken; and thus the obligation 
f the insured is immediately cancelled. 
Under this Single Premium Policy 'tis 
“done quickly” indeed! 


Premiums Paid During Productive 
Period 


The Limited Payment policy was de- 
signed to confine the obligation of pre- 
mium payments to the productive period 
»f a man’s life—the time in which he is 
normally engaged in a gainful occupation, 
and occupied in building up an estate for 
his own old age and for the future main- 
tenance of his family. It may be said 
that the active earning and working time 
for the average man runs from about 25 
to 60 years of age. Men between these 
ages should earn more than they spend. 

To the salaried business man, or one 
whose income is derived from a pro- 
fession, the Limited Payment Life 
policy is particularly attractive. In 
such cases it is essential that the provision 
for the future be made by means of sys- 
tematic saving and careful investing be- 
fore the earning power has diminished or 
the worker’s usefulness impaired by in- 
‘reasing age. The Limited 


By FLorence Provost CLARENDON 


yet the full face value of the estate is 
immediately payable to the beneficiary 
upon proofs of the death of the insured, 
even if he has made but one deposit on 
his investment. 

The fact that the future of the bread- 
winner’s family is thus assured, and his 
own old age protected, acts as a stimulus 
to continue such systematic saving. It 
lends added vigor to the pursuit of bus- 


“WHEN YOU ARE _ FORTY-FIVE, 
YOUR INSURANCE WILL 
BE ALL PAID UP!” 
That's what a Limited Payment Policy, is- 
sued un a 20-year basis, offers a young man 
of 25. Limited policies usually run from 
10 to 35 years, and the holder of such a 
policy has the satisfaction of knowing just 
how long he will have to go on paying 
premiums. 


iness or professional career, for it is 
easier to work when the conscience is at 
ease and the mind contented. 


Total Premiums Can Be Approximated 


Under the Limited Payment Life plan 
a man can count on his fingers the exact 
time during which he is obligated to pay 
premiums. He can approximate the total 
of his premiums to a nicety. If the policy 
is taken with a non-participating company 
in ‘which there is a fixed level rate, he 
has but to multiply the amount of his 


first annual premium by the number of 
years to which these payments are limited 
to ascertain the total outlay for protec- 
tion. 

The premium rates for an equal amount 
of insurance protection on the Limited 
Payment Life plan are naturally higher 
than those fixed for the Ordinary Life 
policy under which the premium-paying 
period is indefinite and extends through- 
out the life of the insured. It is merely 
a question of interest calculation to grade 
the amount of the larger premiums which 
will be sufficient to pay for the insurance 
under the Limited Payment contract, and 
to fix the definite period during which 
such premiums are to be made. The 
fewer the number of premiums, the 
larger each payment must be. But there 
is “Balm in Gilead” for, with the larger 
premiums, there are also larger cash, 
loan, and surrender values, and if the 
insurance is taken with a participating 
company, the amount of the annual 
dividend is also larger with the higher 
premium payment. Such dividend awards 
can either be taken to reduce the premium 
payments, or to accumulate and increase 
the sum insured. 

In the case of a 20-Payment Life policy 
taken at age 25, the premiums would all 
be paid on the insured’s attaining age 45— 
still the time of life when a man is 
normally in vigorous and active condition. 
His estate is thus built up while he is still 
practically a young man. The investment 
is guaranteed; his mind is relieved from 
worry regarding the future of his family 
in event of his death; and he is personally 
free from any further obligations regard- 
ing this investment. 

If the insurance is taken with a partici- 
pating company, when the premium out- 
lays cease the insured will receive an an- 
nual dividend allotment under his policy 
continuing until the policy becomes a 
claim by death. If not needed in cash, 
these dividends could thriftily be accumu- 
lated with the insurance at interest, thus 
adding every year to the amount of pro- 
tection for the beneficiary. 


The Loan Value 


It is well to abstain from using the loan 
privilege under a policy except in case of 
necessity during some business or family 

emergency, because should 





the insured die prior to pay- 





Payment Life policy provides 
the best means of building up 
such an estate. The invest- 
ment in an “Old Line” life 
insurance company is abso- 
lutely safe; the “deposits” 
(or premium payments) made 
towards this saving fund are 
arranged to extend only over 
the most active and progres- 


service to readers. 


Mrs. Clarendon’s articles, describing the different 
forms of life insurance policies and the special purposes 
and benefits of each one, are published here as a practical 


There is no interruption, however, in 
our Insurance Inquiry Service, which continues at the 
disposal of all readers who may desire further life in- 
surance information. 


ing off this debt, the protec- 
tion for his family is, of 
course, diminished by the 
amount of the loan and ac- 
crued_ interest. So far as 
possible, life insurance should 
be viewed as an asset which 
must be kept intact for its 
full face value, and loans 

(Please turn to page 560) 





sive period of a man’s life; 
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If I Were 


N earlier talks with readers of The 

Magazine, I pointed out two of the 

commonest causes of dissatisfaction in 
the home-owning world. One was an un- 
wise choice of location. The second was 
failure to investigate and provide for the 
“improvement liability,” actual or prospec- 
tive. 

Because of the many actual cases I have 
encountered wherein one or the other of 
these two factors totally upset home- 
owning ventures, I was led to put a good 
Aleal of emphasis on their importance. In- 
deed, while in the midst of talking about 
either one of them, I was strongly tempted 
to call it the outstanding factor in success- 
ful home-owning. 

However, when I reach the point of be- 
ginning to talk about the financing of a 
home, which is where I am now, I realize 
that my best adjectives, and my strongest 
means of emphasis, should have been held 
in reserve. For, nearly regardless of how 
well or how poorly a home-location is 
selected, and nearly regardless of the im- 
provement-liability—indeed, nearly regard- 
less of all other factors put together, it ts, 
in the last analysis, the wisdom and fore- 
sight with which a home-owning project 
is financed which will make the venture a 
success or a failure. 


The Question of Price 

The business of financing a home di- 
vides itself into certain elementary parts, 
each one to be considered by itself. The 
first, and most elementary part is that 
which concerns the price to be paid. 

It stands to reason that any intending 
home-owner will endeavor to get, or build, 
the dwelling he is after as cheaply as pos- 
sible. That is an instinct more or less 
deeply engrained in all of us. But how 
many intending owners are able to judge 


Building —or Buying — 


a Home 


3—How I Would Find Out 
What the Property Was Worth 


By Jason THOMAS 





THIS IS THE THIRD— 


of a series of practical articles 
to appear here, dealing with the 
problems of home-building and 
home - buying. It is believed 
that, in each article in the series, 
the intending home-owner will 
find a very pointed suggestion 
or warning that will help him 
“keep out of trouble.” 








and along anything approaching “scien- 
tific” lines. 

The writer entertains no illusions as to 
the difficulties in the way of determining 
what is cheap and what is dear in the real 
estate market. He has learned what mil- 
lions of others learned long before him, 
that, from the money point of view, ven- 
tures in the real estate field, ninety-nine 
times out of a hundred, are nothing Yess 
than ventures—that corporation common 
stocks, as a class, are not one whit more 
speculative and uncertain than homes. He 
has no idea that any rules could be laid 
down which would preclude the possibility 
of loss, nor that it is ever at all possible to 
determine, by mechanical methods, the 
exact worth of any property. 

There are, however, two reasonably def- 
inite suggestions which many real estate 
buyers have followed in the past for the 
sake of reducing the risk-element to a 
minimum. For what these are worth, 
they may be cited here. 

The first suggestion is directed solely 


toward those who contemplate buying a 
completed dwelling. As will immediately 
be seen, it has no practical application in 
the case of those who are going to build. 

Briefly, this first suggestion is that the 
intending owner determine what it would 
cost (as nearly as can be estimated) for 
him to duplicate the home under con- 
sideration, and then compare that figure 
with the offered price. 

Toward this end, it is first necessary 
to determine a fair value for the land 
conveyed—information which the prospec- 
tive buyer could glean from any one of a 
number of sources, including his neigh- 
bors-to-be, reliable real estate agents in the 
vicinity, mortgage or loan companies, or 
any one of a number of other individuals 
or groups. The question is, at what price 
would a plot of the same dimensions, lo- 
cated in adjacent or corresponding sur- 
roundings be saleable? 

When investigating this matter of land- 
costs, the prospective owner may well take 
into consideration (in addition to the com- 
parative worth of adjacent property) the 
history of the immediate neighborhood 
from a price standpoint. Have prices 
soared upwards in recent years? If so, 
what were the contributing causes in the 
boom, and are those causes now disap- 
pearing? Have prices remained sta- 
tionary for a great length of time? If 
so, what has held them down? Have 
prices tended to sag recently? If so, what 
reasons are there—if any—for doubting a 
further decline? 

I hasten to forestall critics who may be 
tempted to belittle the foregoing sug- 
gestions on the grounds that they are too 
obvious to deserve mention. Perhaps they 
may seem obvious—perhaps they actually 
are obvious; but the fact remains that 
thousands of buyers overlook them, just 
as thousands of buyers over- 








for themselves whether or 
not a given price actually is 
cheap? Not many, if ex- 
perience is any criterion. 
There is a tendency to judge 
homes from the strength of 
their appeal to the builder, or 
buyer, himself. There is a 
tendency to judge their cost 
from comparison with similar 
homes in entirely dissimilar 
environments. Men will often 
be led to purchase, at exorbi- 
tant figures, because of thin- 
ly-lined hopes of a real estate 
“boom” in the section under 
consideration. All too seldom 
does the intending owner sit 
down with pencil and paper 
and figure out the matter of 
price calmly, impersonally, 
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IN RIVERDALE, N. Y. 


A home, designed by Mr. Julius Gregory, Architect 


look some of the most ele- 
mentary rules of investment 
when buying securities. The 
more you have to do with 
real estate buyers, the less 
you will be willing to leave 
to their imaginations. It 
is remarkable what simple 
precautions many of them 
will forget to take. 


Finding Out About the 
Dwelling Itself 


The intending buyer, hav- 
ing satisfied himself as to 
what would be a fair price 
for the land to be conveyed, 
may then turn his attention 
to the duplication-problem as 
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confined to the dwelling itself. And in 
pursuing this phase of his inquiries, be 

noted, he is likely to wumcover as 
much worth-while information regard- 

g his project as he could unearth in any 
ther way. He must examine the ma- 
tcrial which composes the major portion 

the building; he must examine the 
uridation; he must examine the trim. 
()f what wood are the floors made? Is 
the dwelling properly finished? Are its 
<tures complete? And so on, and so 

—each question helping to swell the 
iyer’s knowledge of the duplication-cost 

the dwelling but, at the same time, 

Iping him to form a good opinion of 
tue livableness and durability of the place. 

When the buyer has learned all he can 
learn about the building and construction 
costs, it remains only for him to compare 
his final figure with the level of the building 
arket current at the time and draw his 
parison between the two. Manifestly, 
any wide discrepancy between build- 
ing quotations and the offering price 
f the dwelling will be recognized as 
: warning signal, and until, or unless, 

satisfactory explanation of this dis- 
crepancy is forthcoming, the intending 
buyer will put off any final decision. 

The second suggestion applies to both 
ye buyers and home builders, alike. 
riefly, it is that the charges incidental 

“carrying” the home, once ownership 
established, be determined; and those 
1arges be compared with rental rates in 
1e immediate neighborhood, or in an en- 
rely similar neighborhood. 

“Carrying Charges,” insofar as referred 

here, are not difficult to determine. 
irst find out what mortgage arrange- 
ments can be made; you will then know 

1) what you will have to pay out each 

ar, in the form of interest on money bor- 

»wed, and (b) what you will have to for- 

it each year, in the way of interest upon 
ish paid down. (Thus, supposing that 
ie buyer or builder of a $12,000 estab- 
shment borrows $9,000 on first mortgage, 
nd pays over the remainder, $3,000, in 
ish; he will then have to pay $540 each 
ear, in interest, on his mortgage-borrow- 
iz; he will have to forego $180 each year, 

interest he might otherwise have se- 
ired from his cash deposit. Both items 
re reckoned on a 6% basis.) Thereafter, 
becomes necessary to determine what 
ie taxes on the property are likely to 

e; what water and insurance costs will 
mount to; and, last but not least, what 
t will cost to keep the property in a good 
tate of repair. 

Having arrived at a final figure for all 
hese items, the intending owner will lump 
hem in one sum. Given that sum, he 
ill then find out what the rental value is 
f similar properties in the same neigh- 
orhood. Any wide disparity between 
1is prospective carrying costs and the 
igurative rental value of the property 
will be all the evidence he needs that 
omething is wrong somewhere; for, 
lainly enough, nobody except the very 
wealthy would want to assume yearly 
»bligations, in the form of carrying 
charges, that would not at least be offset 
by yearly income, in the form of rental, 
should the occasion demand. 
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SIX PER CENT, YEAR IN AND 
OUT! 


A Few Investment Pointers Dished 
Up in a Different Way 


WHILE ago 
A A lady wrote in to ask us 
Whether we'd undertake to tell her 
How she might manage—or if she could 
manage—to get 
A six per cent return on her surplus 
funds 
Every year, from the first year to the last. 
* * 
We told her that 
Getting a six per cent return on small 
investments 
Year-in and year-out, with never a break 
between 
Was no job for credulous amateurs— 
That it called for Experience and Study 
Of a most particular, tangible, definite 
kind. 
(You see, we'd dealt with investment be- 
ginners before 
And we weren't going to take any foolish 
chances 
Of her not being made to understand 
That wise investing’s a science, not a 
game.) 
* * 
We said, “However, 
People of Average, Normal Intelligence, 
Average, Normal Education 
And No Unusual Sources of Information 
Have managed to average six per cent 
For many years past 
And we expect they'll continue to aver- 
age it 
For many years to come— 
Unless, that is, some radical change oc- 
curs 
In what we should: like to call 
The Investment Structure. 
* * 
We further said: 
“The way these Six Per Centers manage 
to gain their ends 
Is principally by keeping wide awake.” 
They’re always on the alert 
For market opportunities— 
None of them, we carefully pointed out, 
Is an investor of the “sleeping” kind. 
Also, of course, they put in plenty of time 
Studying investment text-books, and the 
like, 
And learning the difference between SIX 
PER CENT AND SAFETY 
AND JUST PLAIN six per cent. 


* * 


We kept on talking 

A while longer— 

Long enough longer, in fact, to further 
say: 

“Suppose you wanted a six per cent in- 
vestment 

For yourself right now 

What could you find to buy?” 

Well, for one thing, we suggested, 

You might buy some of the highest-grade 
mortgage bonds— 

Where they are backed by a record of 
saféty 

And the resources and integrity 

Of trustworthy institutions— 

Such bonds represent assets which, being 
real-estate assets, 


Can be called OF THE MORE PER- 
MANENT KIND 

They can be bought in hundred-dollar 
form 

And, best of all, they offer you six per 
cent. 

* * 

Or, we went on, as specific suggestions in 
the corporation field 

Consider the refunding six per cent bonds 
of 1946 

Of the Philadelphia Company— 

Or, or “too,” 

The Real Estate 4s of Armour & Co.— 

Either of these can be had in hundred- 
dollar form— 

Either of these seems safe— 

And either of these offers six per cent, 
or better. 

(If you want more details about them, 

Or the names of some other securities like 
them, 

You might take a 
Buyers’ Guide.) 


* * 


look at our Bond 


“Or, finally, we insisted upon adding, 

If your position in life 

Justifies your taking a little risk— 

BUT NOT UNLESS YOUR POSI- 
TION DOES JUSTIFY RISK— 

Why not go into the field 

Of high-grade common stocks? 

Look at our Over-the-Counter list, 
example: 

See a collection of some of the most rock- 
ribbed common stocks 

To be found in any market :— 

Childs Co., common—shares in the Res- 
taurant King 

(If there’s any exaggeration there, you 
can set me right!) 

Yale & Towne, common—shares 
door-lock king 

(I’m still waiting to be contradicted) 

Or the common stock of the Borden Com- 
pany 

A company everybody knows, or 
heard of, this last mentioned, 

With a financial record any corporation 
could be proud of— 

Not so much speculation there, we opine, 

Yet all these stocks yield six per cent or 
better ! 


for 


in the 


has 


* * 


Don’t buy any of these, we hastened to 
add, 

Just on our particular say-so— 

We're only one, every-day, human being 

And we haven't yet decided to set our- 
selves up on a pinnacle 

As beyond any chance of error— 

Just take these suggestions under consid- 
eration, 

Mull and study them over for a while, 

Then see if they don’t appeal. 

* * 


We haven't had any news from the lady 


Since we offered the suggestions con- 
tained, as you see, above, 

But somehow we think she'll act on our 
advice, 

And, lest we may sometime want to 

recall 

Just what it was we told her 

We're using this valuable space 

For purposes of record. 

—We thank you. 
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An Investment You Can’t Go 


Wrong On! 


And Which Will Turn $820 Into $1,000 in Five Years’ Time 


ICH man, poor man, old or young, 
R experienced or inexperienced in the 

opportunities and the pitfalls of 
finance, there is one investment medium to 
appeal to you all alike. 

It is an investment which will not 
mature for five years from the date of 
issue—but which, if desirable, could be 
redeemed at any time prior to maturity. 
This should make it particularly attrac- 
tive to those who, for good reasons or 
poor reasons (generally good ones), dis- 
like to tie their money up in securities 
that cannot be liquidated at a moment’s 
notice. Also it should constitute a very 
practical appeal to those who are familiar 
with the disadvantages common to “call- 
able” securities. 

It is available in maturity-value de- 
nominations of as low as $25 and as high 
as $1,000. Hark to that, Income Builders 
who complain that there are no gilt-edged 
opportunities available in denominations 
within the small man’s reach! 

It offers an income return which, in the 
light of the complete safety of the princi- 
pal sum invested, may be described as 
highly satisfactory. The smallest unit of 
this security, purchased at the issue price 
of $20.50, will be worth $25 at the end 
of five years;'a unit costing $82 will be 
worth $100, after the same period; a unit 
costing $820 will be worth $1,000. Values 
at the end of intermediary years for a 
unit purchased at $82 will be as follows: 
At end of First Year, $84.40; at end of 
Second Year $86.80; at end of Third 
Year, $89.20; and at end of Fourth Year, 
$91.60. Other denominations, over similar 
periods, grow in like proportion. The in- 
terest return figures down to about 4% 
yearly, compounded semi-annually, if the 
investment be held to maturity; or about 
3%, simple interest, if the investment be 
redeemed before maturity. 

This investment is issued in serial 
form—or, at least, special yearly series 
have been issued in recent years. Note, 
then, that no individual may hold more 
than $5,000 maturity value of any one 
series—that is to say, any series issued 
during any one calendar year. But any 
person, firm, corporation or association 
may hold up to $5,000 worth, and each 
individual member of a family, adults and 
minors, may hold this amount. 

Another attractive feature of this par- 
ticular investment lies in the fact that 
ownership is registered. Thus, the owner 
is protected against loss or theft. 

Small investors, who have complained 
of the apparent tendency to confine the 
benefits of tax-exemption to securities out 
and over the small man’s reach are re- 
quested to note that, whether or not such 
discrimination exists elsewhere, it does not 
exist here. The investment we talk about 
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is not exempt from estate and inheritance 
taxes; but it is exempt from the normal 
Federal income tax, and from all State, 
county and local taxation. 

One of the busy man’s most frequent 
stumbling blocks in the investment world 
of today lies in the fact that so many of 
the better grade bonds and preferred 
stocks—so many of the sort he might be 
inclined to buy—are callable. Time after 
time, he will locate a security that seems 
very sound, one that offers a good return, 
one whose absolute maturity is a long 
way off, only to discover, upon further in- 
vestigation, that it is callable—that is, that 
the directors of the issuing corporation 
have the right to retire said security, with 
minor qualifications, at any time. Not 
wishing to put his funds into something 
which is liable to be called in, thus 
necessitating re-investment, most any 
moment, the busy man is naturally in- 
clined to avoid such securities. This invest- 


ment we are talking about is not callable 

As two final characteristics of this in 
vestment of ours, note, please, (1) tha 
holdings may be converted into cash, in 
stanter, at any time, and (2) that, whik 
the issue is not at all subject to market 
fluctuations, nevertheless it is bound t 
increase in value. These two character 
istics will no doubt have a very direct ap 
peal to income builders, many of whon 
would discriminate in favor of safety an 
negotiability every day, especially wher 
these features are accompanied by a gooc 
interest return. 

Yes—you guessed it! The investment 
we are referring to is the Treasury Sav- 
ings Certificates issued by the Treasury 
Department of the United States Govern 
ment. You can buy certificates direct 
from the U. S. Treasury Department at 
Washington; or at Post Offices, Federal 
Reserve Banks, and many banks and trust 
companies. 





Success 


A Message from the Secretary of the Treasury 
to the People of the United States. 
“E VERY boy and every girl must have certain assets to achieve success. Not 
_s material assets alone, but assets of character. Among the most important 
of these are ambition, industry, personality and 


thrift. 


“Ambition is the will to attain something. 


The desired object may be knowledge, or 
honor, or power, but whatever it is, the ambi- 
tion to reach it must be backed up by the will- 
ingness to work for it. Mere wishes accom- 
plish little without the aid of earnest applica- 
tion and industry. 

“The asset of personality is more elusive, 
and seems to be born in some people without 
any effort on their part. But, on the other 
hand, it may be acquired by everyone who will 
concentrate on his career and not let it be 
marred by carelessness and indifference. 

“To save part of what one earns is 
another vital element in a successful 
life. Savings are not only insurance 
against the turns of fortune, but also 
a means of seizing golden opportuni- 
ties, which are so often lost through the lack 
of a small amount of capital. 

“This brief sketch of some of the necessary 
qualities should be enough to show that there 
is no easy road or short cut to success. It 
means constant hard work and saving, and 
many sacrifices, but it is really worth them all 
thrcugh the ultimate feeling of accomplish- 
ment and the lasting happiness which it brings 
to its possessor.” 
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Is Chino Cheap? 


Or Is the Present Low Selling Price 
of the Stock Justified by Conditions? 
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(Coa COPPER has taken some im- 


pressive strides forward since pro- 

duction was resumed in April, 1922, 
after eleven months of absolute suspen- 
sion. Put in a few words, (1) it stands 
today with ore reserves at practically a 
peak level; (2) its production rate has 
been largely increased; (3) its costs, al- 
though hampered by recent wage in- 
creases, seem well in hand, and, with 
heightened output and introduction of 
more efficient processes at the property, 
should tend downwards; (4) its earnings 
have swelled substantially, and, barring 
unforeseen developments, the recovery 
per share for the current year should be 
considerable enough to offer a vivid con- 
trast with the small margins of profit, or 
actual deficits, reported in each of the 
four years 1919-1922. 


A New “Ring” 


Facts of the above sort, when they can 
be used concerning a copper-mining enter- 
prise, today have a “ring” about them that 
falls pleasantly upon the investor’s ears. 
Only a few months ago—or so it seems— 
such companies as Chino were struggling 
with production costs that were actually 
in excess of the market prices they were 
able to obtain for their product, and such 
earnings as they could obtain were con- 
sumed by operating expenses out of all 
proportion to income. The fact that this 
change in Chino’s affairs has been of com- 
paratively recent occurrence, and too the 
fact that the change did not begin to real- 
ly show its effect until the recent slow- 
ing-up of general business had set in, may 


for JULY 21, 1923 


account for the one other point worth 
citing about Chino’s position, from the 
shareholder's viewpoint, today: That other 
point is the present market price of the 
capital stock which, as shown in the graph 
herewith, is very near to the lowest level 
recorded in the last twelve years. Con- 
sidering all that has been done toward 
strengthening Chino’s position and out- 
look, it is certain that this near-low-rec- 
ord price would seem very enticing were 
it not for the comparative inertness of 
trade in general and of the security mar- 
kets in particular. 

Citing the figures, to bear out the spe- 


cific statements made above, the follow- 
ing facts may be noted: 

Ore Reserves: At the present time, 
Chino Copper’s reserves exceed 104 mil- 
lion tons, averaging 1.52% copper. These 
figures compare with reserves of 105.6 
million tons of 1.53% ore in 1920, which 
was the highest point in the company’s 
history, and with less than 95 million tons 
of 1.62% ore in 1919. Based on the known 
reserves cited in these figures, the “life” 
of the mine may be calculated at about 
30 years, although this calculation does 
not take into account the possible exten- 
sion of ore bodies, or the location of new 
ones. 

Production: At last reports, Chino was 
producing approximately 5 million pounds 
of copper per month, or at the rate of 
60 million pounds annually. These figures, 
which would have to be revised upward in 
the event of any improvement in the cop- 
per market this year, are in interesting 
contrast with output figures for recent 
years, as shown in the table. 

Costs: In the first quarter of the cur- 
rent year, Chino’s averaged 12.50 
cents per pound, comparing with costs of 
11.38 cents per pound for the final quar- 
1922. The upturn in costs is at- 
(Please turn to page 582) 
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Public Utilities 
How to Judge “Light & Power” Stocks 


Capital 


Structure — Hydro-Electric 


vs. Steam-Electric—Earning Power 


HE earnings of most 
electric light and 
power companies in- 
crease steadily from year 
to year. The rate of in- 


location of the company 
and upon the prosperity 
of the industries served, 
but the net income re- 
maining for the common 
stocks of the various com- 
panies is determined more 
by the capital structure and by the man- 
ner in which the utility is financing its 
expansion—whether by bonds or by stock 
—than by any other factor. Of course, 
the actual earnings per share are what 
affect the market price of the stock most 
materially, but the possibilities that an 
individual stock has of earning more or 
less than other stocks may be found by 
an analysis of the effect of the capital 
structure upon the common stock earn- 
ings. 


Capital Structure—Terms Employed 


The term “Capital structure” really em- 
braces a number of other related terms. 
The capitalization per dollar of gross 
earnings indicates the size of the invest- 
ment necessary to produce $1 of gross, 
and, in a certain measure, reflects the 
revenue-producing ability of the company. 

The proportion of common stock to the 
total capitalization shows the kind of 
financing the company has done in the 
past and has a large influence on the 
possible earnings per share. 

The percentage that the net income is 
of gross earnings indicates the operating 
efficiency of the company. 

The percentage that the net earnings 
applicable to the common stock is of the 
gross earnings represents the influence of 





Colfax power plant of the Duquesne Light Co. of Pittsburgh, Pa., of which Philadelphia Co. is the 
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the fixed charges—including depreciation 
and -preferred dividends—and of the 
“operating ratio” on the earnings for the 
common stock. 

One of the most significant ratios often 
used in the analysis of railroad shares 
is that of the market price divided by the 
dollars per share earned. Naturally a 
company which earns a large number 
of dollars per share on the stock and 
is selling low in the market, is a rela- 
tively better purchase than a stock 
earning a few dollars per share and 
selling for a high price in the market, 
if all other considerations offset one 
another. Then, too, the approximate 
percentage that the gross earnings must 
increase before the stock will earn an 
additional dollar per share is indicative of 
the likelihood of increased earnings for 
the common, 

If these above mentioned terms are 
understood, and an application of them is 
made to the published annual reports of 
the various companies, some interesting 
comparisons are brought to light. In the 
attached table we have taken ten electric 
light and power companies, five of them 
have steam electric and the other five 
hydro-electric and set up these various 
ratios. 


Steam Electric vs. Hydro-Electric 
Stocks 


The clearest way to bring out the value 
of the figures shown in the table is to con- 
trast the two classes of companies. It is 
quite obvious that the capitalization per 
dollar of gross earnings of the hydro- 

electric compan- 
ies ranges con- 
siderably higher 
than that for the 
steam electric 
companies. This 
is due not only 


to the higher cost ‘of construction of 
hydro-electric properties, but also to the 
fact that the steam electric companies 
chosen are practically all those that serve 
densely populated cities, whereas the hy- 
dro-electric companies serve widely scat- 
tered communities. 


On the other hand, it may be seen that 
the net income and the net to the com- 
mon stock is a larger percentage of gross 
earnings in the case of the hydro-electric 
companies, because the operating expenses 
are considerably less, but, to offset this 
advantage from the point of view of the 
common stockholders, the earnings per 
share on the common stock is higher on 
the average for the steam electric com- 
panies than for the hydro-electric com- 
panies. This condition may be traced back 
to the larger capitalization for the hydro- 
electric companies and to the fact that the 
earnings in many cases have not grown 
to the extent where fixed charges are as 
fully covered. 


~. For the two classes of stocks, the mar- 
ket price per dollar per share earned indi- 
cates that the hydro-electric stocks are 
selling higher as a class in proportion 
to their earnings than are the steam 
electric stocks. The last column, show- 
ing the increase in gross earnings re- 
quired to produce an additional dollar per 
share on the common stock is but an 
approximation and cannot be taken as an 
actual increase, but it is helpful as a 
means of comparison. It should be no- 
ticed that a larger proportionate increase 
in gross earnings is required to produce 
this additional dollar per share in the case 
of the hydro-electric companies. 


From this general comparison of these 
two classes of stock, let us see what char- 
acteristics of capital structure and earn- 
ing power mark an individual stock as an 


investment. In the first place, the larger 








holding company. 
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the proportion of common stock to total 
capitalization, the more secure the posi- 
tion of the stock, because of the slighter 
fluctuations in the earnings per share for 
hange in gross earnings. The smaller 
he capitalization per dollar of gross earn- 
ngs, the more earning power there usual- 
is behind the common stock. 
Then, too, the company which shows in 
s own class (steam electric or hydro- 
lectric) the largest percentage of gross 
urnings directly applicable to the com- 
10n stock, has a better investment posi- 
on for the common than a company with 
smaller percentage. Similarly, of two 
ympanies with the same proportion of 
ymmon stock the company showing the 
irger market price per dollar per share 
urned may be assumed to have reached 
1ore of an investment position than the 
ther, although the one with the smaller 
gure may be a better purchase for appre- 
iation. 
The other features which assist in giv- 
1g electric light and power stocks an in- 
estment rating are a low operating ratio 
or the company when compared with 
ther similar companies, a wide distribu- 
ion of the stock and a steady increase 
1 earning power over a period of years. 
Let us consider the Brooklyn Edison 
‘ompany from these various angles. The 
proportion of the common to total capi- 
talization is rather large and since the first 
f the year has been increased by 150,- 
00 shares, which affects slightly the ra- 
tios given. On the present outstanding 
number of shares, the company earned 
$9.50 as against $14.50 on the outstanding 
number of shares December 31, 1922. On 
the other hand, the gross earnings for the 
first four months of this year increased 
ome $2,000,000 which would indicate an 
nerease in net of about $1.50 per share, 
so that the above earnings per share 
should be modified to $12. On this basis 
the market price per dollar per share 
earned is $9.60, which indicates that this 
stock is relatively cheaper than other 
stocks in its same class, with the excep- 
tion of the Northern States Power Com- 
pany, which has speculative disadvantage 
that will be mentioned later. Then, too, 
the Brooklyn Edison Company has an 
enviable dividend record, and the average 
earnings over a period of years have cov- 
ered the dividend by a wide margin. 


As further 
examples of 
stocks attaining 
an investment 
position the 
Philadelphia 
Electric stock 
compares fa- 
vorably with 
the others, and 
is evidently sell- 
ing somewhat 
out of line on 
an earning basis, 
although the 
yield is not as 
high as on sev- 
eral of the 





others. 


A Battery of generators in the Montana Power Co.’s Great 


In the hydro- 
electric division, 
the Shawinigan Water & Power Com- 
pany has attained the closest to an invest- 
ment rating, but the Southern California 
Edison Company ranks close second. 


Speculative Stocks 


The chief indication of the speculative 
nature of an electric light and power stock 
is given by the proportion of the common 
to the total capitalization. Naturally, if 
this proportion is low, as it is in the case 
of Northern States Power Company and 
the Tennessee Electric Power Company, 
the net earnings applicable to the com- 
mon in percentage of gross earnings are 
very small. It, therefore, takes but a 
small fluctuation in gross earnings to ma- 
terially affect the earnings per share on 
the stock. The actual market existing in 
the stock has some influence on its de- 
sirability as a speculation as well, and it 
should be noted that the Northern States 
Power stock is rather inactive with a 
large spread between the bid and the 
asked price. The other speculative aspects 
in these two particular stocks are that 
they operate in territories susceptible to 
much greater future development. The 
Montana Power Company can _ hardly 
be classed as an investment, although the 
earnings this year, due to an increase in 
copper production in its territory, will 
materially affect the above figures. In 


Falls plant 


the fluctuation in earnings 
have been quite wide, and this factor 
always tends to destroy the investment 
possibilities of a stock. 

The Mississippi River Power common 
stock must be classed as a speculation be- 
cause of the high capitalization per dol- 
lar of gross earnings. The number of 
shares of common is so large that it will 
take a long time for the net earnings to 
show any very large earnings per share. 


years past, 


Conclusion 


In comparing these various figures and 
statements, it must always be borne in 
mind that sueh comparisons are entirely 
relative and merely serve to show that of 
these ten companies chosen the steam and 
electric stocks constitute a better purchase 
as a class. Then, too, analysis indicates 
that certain such stocks as those of the 
Brooklyn Edison Company and Philadel- 
phia Electric Company have more to rec- 
ommend them, from the point of view of 
security and of possible appreciation than 
have some of the other stocks mentioned. 

This same method and these same ra- 
tios may be applied to other public utility 
stocks as well, and the conclusions serve 
as a somewhat more accurate guide to the 
investment and speculative possibilities of 
the stocks than a personal estimate, or the 
consideration only of the dollars per share 
earned. 








of Com. 
to Capi- 
talization 
% 
Steam—Electric Companies: . 
Brooklyn Edison 58 
Commonweaith Edison Chi. 50 
Detroit Edison 33 
Philadelphia Electric 
tNorthern States Power 


Hydro-Electric Companies: 
Mississippi River Power... .. 
Montana 
Shawingan Water & Power.. 
Southern California Edison.. 
Tennessee Electric Power... 

t $25 


* After depreciation. par. 


Proportion Capitaliza- 


tion 
Per Dollar 
of Gross 
ings 


CAPITALIZATION AND EARNINGS DATA 
(10 ELECTRIC LIGHT AND POWER STOCKS—BASED ON 1922 REPORTS) 


Net 
to Common 


Net 
Income 
(% of 
Gross 
Earnings) Earnings) 


*Earned 
Per 


Share Dividend 


$14.50 $8 
10.50 8 
27 10.50 


8 
35 t3.00 2 
38 12.00 8 


33 
24 


74 
62 
64 
60 
45 


t Part hydro-electric. 


Market 
Price 
Per Dollar 
Yield Per Share 
% Earned 


% Increase 


in 

Gross for 
$1 Per 
Share 


Market 
Price 


106 
128 
102 
28 
96 
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Has the Decline in Oil Stocks 
Run Its Course? 


The California Situation—Troubles of the Mid- 
Continent Interests—The Extent of the Decline 


N March last, practically the entire oil 
| group of stocks listed on the New 
York Stock Exchange reached its 
high point for the year. Subsequently, 
this group retraced its ground and at 
present writing most of these stocks are 
quoted at about the low points for the 
year. Many serious have been 
taken by investors in this decline. To 
better appreciate its scope, the following 
comparisons are given: 
High 
(Mch., 1923) 
(new stock).. 


losses 


Present 
Price 


Low 
1923 
Cal. Pet. 
Cosden 
Houston .. 
Pacific Oil. 
Pure Oil.. 
Shell , 
Standard Cal. 
Standard N. J. 
: > ae 
Sinclair 


These are ten o 
listed on the N. Y. Stock Exchange and 
their sharp declines are typical of what 
has happened to the entire list. 

The reason for the decline, of course, 


By FRANK L. SWIFT 








IL stocks during the past few months have suffered one of the most dis 


astrous reverses in their history. 


ness, causing losses to investors of tens of millions of dollars. 


The decline came with dramatic sudden 


Whether thes 


losses can be recouped and what the outlook for the industry is in general i 
discussed in this able though brief review of the underlyirtg situation. 











is to be found in the tremendous over- 
production in the new California fields 
which has resulted in producing an over- 
whelming supply beyond the capacities of 
the country to absorb. This situation is 
still in existence, and, while efforts are 
being made to control the unusually large 
California flow, it has not succeeded to 
date, primarily because of the unwilling- 


It is understood, for example, that Cos 
den & Company has about 70,000,000 gal 
lons of gasoline which it may have t 
throw on the market, thereby standing ; 
good chance of reducing its profits for 
the year. Other and smaller refiners aré 
in a correspondingly poor position. Some 
of them will undoubtedly have to be ab- 
sorbed by the very large interests. 


ness of speculative oil interests to forego™ 


their immediate profits. 

As a result of this over-production, 
prices of all grades of oil, with the ex- 
ception of fuel principally, have fallen. 
This, of course, has’ cut deeply into earn- 

ings of all producers com- 








The end of a long run at Bayonne. Oil pipes leading 
in from Missouri, Ohio, Pennsylvania and Kansas 
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ing into competition with 
the California oil supply. 
To make matters more diffi- 
cult to them, transportation 
between California and the 
East has become a simple 
matter, owing to the com- 
bined advantages of the 
readily accessible Panama 
Canal and adequate tanker- 
age facilities. 

Furthermore, not only 
has the supply of crude in- 
creased but the potential 
supply of gasoline, the prin- 
ciple product, has been tre- 
mendously stimulated. The 
reason for this is that Cali- 
fornia oil possesses an un- 
usually high content of 
gasoline, roughly. averaging 
as high as 30%, and this 
source of supply, combined 
with the older sources, has 
contrived to bring about a 
situation wherein there is 
more gasoline than can be 
absorbed, despite the record- 
breaking consumption of the 
present. 


Mid-Continent Troubles 


Of equal interest with ‘the California 
situation is the one in the mid-Continent 
field. Here the situation is marked by 
the probabilities of a fight between the 
Standard of Indiana and other companies 
comprised principally of the Standard of 
New Jersey, through its subsidiaries, the 
Carter and Ohio Oil, Producers & Re- 
finers and the Texas Company. The In- 
diana Company has been the dominant 
factor in this district for a long time, and, 
under the circumstances, its competitors 
have been under a great disadvantage. It 
is probable that within several weeks the 
present agreement between the big mid- 
Continent interests to limit the “run” of 
their production will be abrogated with 
the result that all the oil possible will be 
run. 

This, of course, would throw more oil 
on the market than could be absorbed, 
especially as long as Eastern refineries 
find it profitable to run California crude. 
With every prospect of the Eastern re- 
fineries continuing their run of Califor- 
nia oil, the consequences will be a whole- 
sale dumping of mid-Continent oil with 
good possibilities of a first-class smash in 
oil prices. 


Some Exceptions 


On the other hand, it must not be for- 
gotten that the larger companies in the 
mid-Continent that distribute a good por- 
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tion of their gasoline through filling sta- 
tions, are not affected particularly by the 
present situation. For example, the In- 
diana Company is still selling its gasoline 
product at about 20 cents net, at a profit. 
This is also true of companies similarly 
situated, such as the Standards and Texas 
Company. The smaller independents, how- 
ever, are hard hit and at present writing 
it appears that there will be little relief 
for these companies during the near fu- 
ture. In fact, most of the smaller inde- 
pendent companies are losing money on 
the basis of present prices. 

So far as individual companies are con- 
cerned, it is probable that Sinclair is 
yperating at a disadvantage and very like- 
ly will not turn in as good an earnings 
report as last year. Pure Oil is also oper- 
iting in the red owing to the newer de- 
velopments in the industry. 

On the other hand, Pan-American, ac- 
cording to the last semi-annual report, is 
doing comparatively well. It is under- 
stood that this company, owing to its large 
cash resources, has been able to acquire 
some valuable properties in California at 
very low prices. 


Future Price Investments 


On the basis of the above information 
which comes from first-class sources at 
the various fields, it is hardly likely that 
the foundation is being laid for a broad 
upward movement in oil securities, as a 
whole. Marked contrasts in operating re- 
sults are going to be witnessed this year. 
On the whole, the advantage will rest with 
only the very largest companies and many 
exceptions will be found even in this cate- 
gory. For example, there is very much of 
a question that Sinclair, Pure Oil, Mar- 
land, and Producers & Refiners are going 
to turn in such good earnings reports as 
was anticipated only a few months ago. 
Many of the estimates with regard to 
1923 earnings will have to be revised 
drastically. 

On the other hand, companies such as 
the Pan-American, California Petroleum, 
Shell, Texas Company and the Standards 
will in all probability sail through this 
period. without showing much effect on 
their earnings. 


The Outlook 


It is obvious, therefore, that the oil in- 
dustry has reached a stage where the 
greatest discrimination is necessary unless 
the investor is to suffer even more loss 
than he has in the past owing to the 
erratic fluctuations of this dynamic indus- 
try. While most of the oil stocks, as a 
group, have gone far toward discounting 
the unfavorable change in the industry, 
there is no question that some of them 
are high even now. On the other hand, 
conservative and tested aggregations such 
as Texas Co., the Standards, Shell, Cal. 
Pete, and Pan-American will probably be 
found emerging from the present uncer- 
tainties into sound prosperity even when 
other and less successful organizations 
have to undergo corrective financial mea- 
sures not to speak of receiverships and 
reorganizations of one kind or another. 
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Invincible Oil Corporation 





Invincibles New Lease 
of Life 


Remarkable Improvement and 


Prospects for 
By J. G. 


HE annual statement of the earn- 
T ings of Invincible Oil for the year 

1922 indicated that the effort of the 
management to build up profitable invest- 
ments in the oil industry had been fairly 
successful. As with many other com- 
panies, organized to operate in the Ranger 
fields in Texas, Invincible found that this 
field was a big disappointment with a con- 
sequent decline in the value of their in- 
vestment in that territory. In fact, it 
was found that it was practically impos- 


INVINCIBLE OIL'S MARKET HISTORY 


PRICE 


a 


Nay 


a * 1923 
CURRENT PRICE 10. 





~ 1919 21 


sible to make any profit at all and that 
the sooner operations were abandoned the 
better off the company would be. 

Efforts were directed towards the acqui- 
sition of properties in other fields, prin- 
cipally in Louisiana. The properties 
acquired proved to be fine producing 
acreage, and production for 1922 averaged 
about 10,000 barrels per day. Many of 
the wells drilled came in with very high 
flush production. The production for the 
first two months of this year, which aver- 
aged about 6,000 barrels per day, indicates 
the rapid decline from the high flush pro- 
duction. 

Invincible has a refinery at Fort Worth 
and one at Shreveport with a combined 
total capacity of 10,000 barrels per day. 
The refinery at Fort Worth has been shut 
down since April. The company also owns 
about 250 miles of pipe-lines running from 
its refinery at Shreveport to the produc- 
ing properties in Louisiana and about 800 
tank cars. It has acquired the Chalmette 
Oil Refining plant at New Orleans with 
export facilities at that point. 

- The earnings for 1922 were $2,390,089, 
which was about $2.39 per share on the 


the Company 
SWARTZ 


standing. These figures were before de- 
pletion and depreciation. It is very diffi- 
cult to determine just what the net fig- 
ures would be after the depletion, etc., 
charges had been made, but, based on the 
value at which the lands, buildings, leases, 
etc., are carried, the amount chargeable 
for depletion would very materially re- 
duce the earnings. The net working capi- 
tal was slightly over a million and a quar- 
ter dollars while the equity of the stock 
was $26.74 per share. 

The company was’ particularly fortunate 
in making a deal for selling the crude car- 
ried in storage before the recent cut in 
crude was inaugurated and in this man- 
ner will not have to charge off any losses 
in inventory due to the reductions. 

Invincible also retired the funded debt 
of approximately three million dollars last 
November at 110 and interest. This was 
accomplished by selling 300,000 shares of 
Treasury stock. There is now outstanding 
a funded debt of $1,353,000, consisting of 
6% Esperson notes, due between January 
and July, 1924, amounting to $960,000, and 
about $400,000 of 6% tank-car serials, due 
on a monthly. basis. 

While the earnings of the stock, after 
depreciation and depletion have been 
charged, would not warrant a price for 
the stock much over the present, it must 
be considered that the showing for 1922 
definitely indicates that the management 
has been successful in developing profit- 
able investments, particularly in the pro- 
ducing end of the industry. It turned a 
deficit in 1921 of over $300,000 into a 
profit of over two and a quarter millions 
in 1922. With this foundation upon which 
to build, Invincible should be able to ex- 
tend its operations and further increase 
the earnings. If the company adheres 
to its policy of putting its profits back 
into the business instead of paying 
them out in dividends, it should facili- 
tate the building up of the company. 

The present condition of the oil indus- 
try, with the overproduction of both crude 
and gasoline, has led many investors to 
become skeptical of the values and earn- 
ings of companies operating in this indus- 
try. Invincible should be able to show a 
profit under present conditions, although 
they probably will be materially reduced, 
if crude prices are further cut. 

The stock possesses fair earning 
power, and, as a long-pull speculation, 
is attractive. However, the present 
trend of the market and general con- 
dition of the oil industry does not 


million shares of no par value stock out-encourage speculative commitments. 
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Banking for Cooperative Associations 


Significance of Cooperative Borrowing—Technique of Process— 
Attitude of Reserve System—Dangers of This Type of Lend- 
of Agricultural Finance— Some Conclusions 


ing — Principles 
the 


ITHIN 
\ past few 
months, the 
growth of coopera- 
“' tive farmers’ associa- 
tions has been very 
considerable. For some years past, the 
movement has been taking root and has 
lately seemed to gain a considerable in- 
crease in momentum. The attitude of the 
banks toward it and the principles of their 
action regarding it, have come to have 
large significance. Just as the cooperative 
movement has begun to’ have an important 
bearing upon banking from within, so the 
same movement working from the side of 
the borrower is likely to be of broad im- 
portance in changing the character of 
bank assets. Exactly how this process 
will work itself out is an administrative 
problem of current banking that deserves 
careful study from the practical bank 
manager, inasmuch as it involves signifi- 
cant changes in the character of an im- 

portant element of banking assets. 


Cooperative Organization 


Membership in cooperative associations 
is usually limited to those who grow prod- 
uce or receive from products as rent. In 
the cotton states, the associations are 
formed under special laws governing the 
formation of cooperative marketing asso- 
ciations and is managed by a board of 
directors. As stated by Gerard C. Hen- 
derson, “The association enters into mar- 
keting contracts with its members, run- 
ning for a term of years, by which the 
member agrees to sell, and the association 
to buy all of the cotton produced by the 
grower or under his control during the 
years covered by the contract. The 
grower takes his cotton to his local gin, 
and then ships the ginned cotton to the 
nearest warehouse or compress designated 
by. the association, the compress ticket 
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with sample of cotton attached being for- 
warded to association headquarters. On 
the basis of this sample the staple of the 
cotton is ascertained and its grade de- 
termined by expert graders employed by 
the association. The grower then receives 
a ‘participation receipt’ acknowledging re- 
ceipt under the terms of the marketing 
agreement of a stated number of bales of 
stated weight in pounds and of specified 
grade and staple, e. g. 2 bales, net weight 
1,024 pounds, % inch staple, grade mid- 
dling. At the same time an “advance pay- 
ment’ is made to the grower of a portion 
(generally 60 to 65 per cent) of the then 
market value of the cotton delivered. The 
association is authorized by the terms of 
the marketing contract to pool the cotton, 
according to grade and staple, and accord- 
ingly sets up on its books as many pools 
as there are commercial classifications of 
raw cotton. Each member is debited with 
his advance payment. As sales are made 
from the pool proceeds after expenses and 
after repayment of any sums borrowed to 
make the initial advance payment, are 
distributed to participants in the pool ac- 
cording to the number of pounds con- 
tributed to the pool. In this way the re- 
turns of each member are based upon the 
average price realized on cotton of the 
grade and staple contributed by him.” 


Technique of Borrowing 


It is easily seen that the effect of financ- 
ing cotton or other products through co- 
operative associations is to cut down the 
volume of local single name paper at 
country banks. The farmer is left to 
finance himself locally during the growing 
season, but as soon as his crop is har- 
vested, he turns the financing over to the 
association. With his “advance payment” 
he settles his obligations to the banks and 
other creditors, contracted during the 
growing season and, from that time on- 


ward. he then must leave the financing 
to be done en bloc by the association. The 
result is to create a larger volume of 
warehouse-certificate protected paper and 
to substitute it for the older single name 
paper with or without warehouse-certifi- 
cate protection. This transfer of the bor- 
rowing function to the association has 
raised some important and serious legal 
problems. Of thes: the Federal Reserve 
Board in a recent discussion remarked: 
“The legal principle which has been fol- 
lowed in organizing these associations has 
been to insure that the title to the cotton 
passes to the association upon delivery, 
and that the association is given express 
power to sell the cotton or pledge it for 
advances, thus enabling buyers and financ- 
ing institutions to deal with the associa- 
tions as with ordinary business institu- 
tions.” Question may be raised as to the 
actual ownership of the cotton, there being 
a “fiduciary relationship” between the 
association and its members which might 
affect the bank that makes loans. 


Problems of Lending 


These questions are still in a measure 
unsettled, although the time will shortly 
come when they will be much more 
closely adjusted than they are at present. 
Direct loans made to the associations at 
present, are secured in the usual way by 
documents or warehouse receipts, repre- 
senting the cotton, the bank thus taking 
title to the actual product. The associa- 
tions, however, have not been satisfied 
with the ordinary local secured single 
name loans. They have tended more and 
more to take their borrowing applications 
to the cities and to put them into the 
form of requests for acceptance credits. 
These have, in a good many cases, been 
granted, the acceptances growing out of 
them being thus the familiar warehouse- 
credit acceptances in not a few cases. As 
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the cotton or other product is mar- 
keted, the. acceptances are frequent- 
paid off or taken up or new 
ceptance credits may be made 
wering the actual movement of the 
roduct into the hands of a real buyer 
whom the bank releases the documents 
id who then takes the product and uses 
in his manufacturing or selling opera- 
tions. 


_Seeeeneneaesoncees 


Some Serious Dangers 


On the whole the cooperative type of 
an just described is well secured, or at 
ast there is no reason why it should not 
Legal difficulties found to interfere in 

ie nature of the cooperative association 
self must of course be reckoned with 
and will constitute a possible element of 
anger until they are entirely disposed of. 
‘his adjustment, however, is to be ex- 
ected as an early result of the study that 
being given to the subject. The real 
langers involved in the new type of ad- 
ance are not primarily those of the indi- 
idual loan but apply chiefly to the general 
tatus of the paper as a whole or as a type 
1f bank advance. From this standpoint 
ne outstanding hazard is seen in the 
wobability that such paper will run a 
ood deal longer, on the average, than the 
ndividual notes by which it was preceded. 
[he cooperative association has as one of 
ts chief objects the making of arrange- 
ments that will permit a longer withhold- 
ng of the product from the market. 
Loans contracted by the methods just 
ketched have been in many cases intended 


) permit the control of the market by 


keeping products off from it. There is 
thus danger that the banks may be placed 
in the position of having to “hold the 
bag” by furnishing funds for an opera- 
tion in which owners are indisposed to sell 
nless they can dispose of their goods at 
profit. In individual cases, of course, 
he lending bank or the acceptor of the 
paper feels safe due to his power to call 
for the deposit of more cotton or wheat 
1 what not, or to ask for the reduction 
f the loan in an amount corresponding 
to such deterioration of market price as 
may have occurred meanwhile. This kind 
of safeguard, however, is one that proves 
effective only when and as the loan is an 
individual advance. When the time comes 
that the banks are carrying practically the 
whole of a given crop on protection of 
this sort, it may easily be that an effort 
to reduce the burden that is being carried 
may effect a still further reduction in 
market value of the remaining goods. 


Stock Market Analogy 


There is a close analogy in these co- 
operative loans to the experience of past 
years in stock market advances. A mar- 
ket loan of the best kind, only collaterated, 
is usually regarded as the safest and best 
type of liquid bank asset. That is true, 
as experience has shown, so long as the 
effort to “cash in” or realize is only oc- 
casional or sporadic. When there is a 
general effort to reduce loans of this kind 
with corresponding “dumping” of stocks 
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on the market, the case is quite different. 
As past history has shown, the result in 
such cases is that of overburdening the 
market with undigested (and indigestible) 
holdings of stocks. So the bank lender, 
under conditions of the past, is obliged to 


refrain from calling for his ad- 
vances and to content himself with 
a policy of carrying his market 
loans along in a frozen  condi- 
tion until some future date when the 
possibility of selling out, and so liquidat- 
ing the loans is greater. Of course, many 
banks have had to carry quantities of 
frozen loans of this sort in the past. That 
was the case in 1920-21. Under the co- 
operative plan of finance, however, this 
danger is generalized, becoming real in 
the case of all institutions which are mak- 
ing acceptances on this sort of protection. 
In a measure too, it applies to institutions 
which are buying and carrying such ac- 
ceptances, because they will be likely to be 
asked to renew the acceptances. An illus- 
tration of this sort of experience was 
furnished by the acceptances made against 
the Cuban sugar crop in 1920-21. True, 
these were not made in behalf of coopera- 
tive associations, but the experience with 
them illustrated exactly the type of danger 
to which the paper made by the latter may 
be subject especially as it assumes a longer 
and larger place in the market. 


Federal Reserve Policy 

The Federal Reserve System has shown 
itself extremely generous in its treatment 
of this cooperative paper. It has issued 
and put into effect regulations which give 
the very best position at reserve banks to 
the paper and acceptances made for the 
purpose of carrying products in this way. 
It has also granted the very longest 
maturity allowable under the provisions of 
the law. Now that the new agricultural 
credits act is in operation with the ex- 
tremely generous concessions to farm 
paper, new regulations are in 
preparation which are expected to broaden 
and still further liberalize the position of 
the Board as regards cooperative paper 
The question now to be worked out re- 
lates to the probable effect of these regu- 
lations upon the liquidity of the system 
It would be possible for the system to 
fall into the position of carrying by means 
of renewal paper and acceptances the en- 
tire hold-over or surplus crops of the 
country. Such a result would doubtless 
be facilitated by the broadening of co- 
operative methods of marketing unless the 
work was done’ with no little conservation 
and judgment. Cooperative marketing 
associations unquestionably tend to regu- 
larize and strengthen the paper represent- 
ing harvested products and may become a 
source of important support to the grower 
Thus danger is seen in the greater liability 
to long-term and non-liquid bank holdings 


process of 
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Great Changes in Reserve System 


Recurrence of Agricultural Financing—New Form 
of Par Collection—Change in Entrance Requirements 


Washington, July 12. 
HE advance of the agricultural sea- 
son has brought with it a recur- 
rence of the annual talk about the 
need of “financing” the farmer by special 


methods, or of otherwise advancing the 

price of his products. This is noted in 

most distinct form in letters sent out by 

the Federal Reserve Board addressed to 
(Please turn to page 575) 
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Financing the Farmer’s 1923 Crop 


What May Be Expected of the New Banking Machinery 
—How Crops Are “Moved”—Speculation 


now reached a point in the season 

which permits of rather more posi- 
tive forecast than heretofore, with regard 
to the amount of output to be expected 
for 1923. They are, of course, not at all 
to be counted upon as to detailed fore- 
casts, and it may easily be that conditions 
will unexpectedly give a new trend to 
affairs. 

It is also true that the lateness of the 
season is likely to push the maturjng of 
the corn and some other crops forward 
to a late date that will subject them to 
unusual danger from frost. But, so far 
as can be foreseen, present indications 
point to a crop season of tolerably nor- 
mal character in most lines, with good 
average yields, but not much more or less 
in the majority of products. 


(con sues 3 crop reports have 


Problem of Financing 


The season thus ought to offer a sim- 
ple problem in “crop movement,” which 
usually would be of only common signifi- 
cance. This year, however, a number of 
new factors are likely to intervene to alter 
the basis of the situation. One of these 
is seen in the new agricultural and credit 
machinery that has been provided by Con- 
gress in the Act of March 4, 1923. Fed- 
eral Reserve banks are in an unusually 
strong position, taking them as an aggre- 
gate, but, on the other hand, they are 
likely to have to bear a scope of demand 
that did not fall upon them a year ago, 
because the member banks, especially in 
the agricultural regions, are so closely 
“loaned up.” One other element deserves 
mention—the War Finance Corporation. 
Due to the fact that this concern is so 
soon to be ended by law, it is necessarily 
cutting down somewhat upon the loans it 


might otherwise make to farmers who 
want to “carry” their products on credit. 
The situation is thus quite different from 
any that has existed in recent years; and 
it is one that presents unusual significance 
to the operator in farm products, quite 
as truly as to the producer himself. 


Working of New Machinery 


The outstanding peculiarity in the 
financing of farm products, during 1923, 
is seen in the new institutions that are 
now being organized. As is well known, 
twelve intermediate credit banks have 
been organized (one in connection with 
each farm-land bank), and each has been 
assigned a capital of $1,000,000. They 
have begun issuing securities, and orders 
have been given to treat their paper with 
utmost consideration at Federal Reserve 
banks. It might be expected, therefore, 
that there would be.a considerable trans- 
fer of agricultural borrowing to the new 
credit banks. No reports showing their 
progress in lending have been issued, but 
it is the opinion of capable observers that 
their development of business will nat- 
urally be slow, due to the usual difficulties 
of starting in a new line of work. They 
may, however, be expected to take over 
a part of the business of the War Finance 
Corporation; while that institution—con- 
tinuing operations during this season— 
according to the new law, will doubtless 
be able to carry the remainder as in 
former years. The-question of most im- 
mediate interest is whether it will be nec- 
essary to shift much credit demand direct 
to reserve banks, or whether the local 
member banks will get all the aid that is 
needed for the farming public by redis- 
counting direct with reserve banks. As 
to this, there seems to be no reason why 


in Products 


they should not be able to sustain the 
greater. portion of the borrowing load 
although peak demands must be met by 
rediscounting. Both they and the reserve 
banks themselves are in a good deal bet 
ter position than they have heretofor« 
been. They are not only more liquid, but 
they have rather larger resources than ir 
former years. 


Inter-District Demands Unlikely 


The best opinion is to the effect that 
inter-district rediscounting among reserve 
banks is not likely. It will be remem- 
bered that such operations were large in 
1920 and 1921, but that in 1923 they were 
entirely discontinued. Some believed that 
this cessation was due to the work of the 
War Finance Corporation which relieved 
the reserve banks of demand. There was 
a certain basis for this view; but weight 
must also be given to the gradual liqui- 
dation of frozen bank assets, as well as 
to the reduction of speculation in the agri- 
cultural community. Taken together, the 
two factors cut the demand for credit 
considerably. There has been but little 
recurrence of land speculation, in most re- 
ions, but the shifting of credit and the 
final redistribution of demand between 
the different types of institution may re- 
sult in throwing a good deal of tempo- 
rary demand upon some of the’ reserve 
institutions. This might conceivably re- 
sult in producing a need for inter-reserve 
rediscounts again, but the relatively strong 
position of most of the reserve banks is 
against such an expectation. On the whole, 
the season may be expected to pass with 
little, if any, inter-district rediscounting, 
although there is a good deal to indicate 
that in some districts there may be much 

(Please turn to page 577) 
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The Banking Situation 


Power of Reserve Banks—Status of Members 


ECISIVE advances in Federal Re- 
1) serve holdings of discounted bills 

and purchased paper have taken 
lace within the past week or two. They 
dicate the advance of the crop-moving 
eason and the gradual enlargement of 
xember-bank requirements. These re- 
uirements are still relatively moderate 
ut they are noticeably larger than they 
vere a month ago, and the fact that they 
re making themselves evident shows that 
t is true, as expected, that reserve banks 
vill find it needful to carry the excess 
vad of current seasonal financing in all 
ines of business owing to the fact that 
nember banks, especially in the interior 
f the country, are so generally “loaned 


” 


Ip. 
Power of Reserve Banks 


It is worth remembering, too, at this 
uncture, that the reserve banks have 
probably reached the full limit of their 
trength on this movement or perhaps for 
i good while to come. The inward move- 
nent of gold has not ceased but it has 
learly “slowed down” in a very material 
legree and is likely to come practically 
to a stop or even to reverse itself moder- 
tely at practically any time. Soon after 
he first of July, reserve banks lost a good 
eal of gold, and, while this was in part 
1e to first-of-the-month changes, to the 
Treasury policy of disbursing gold, and 
» other incidental or “outside” factors, 
he fact that the system was not able, as 
n former occasions, to offset the effect 
f these changes and drafts, by reason of 
ts own internal strength, is significant. 
t must be expected that the grand total 
f gold held by the system will tend to 
(Please turn to page 576) 


BANKING INDICATORS 


Niscount Rate at Federal Reserve 


Banks 
‘ommercial Paper in New York Market 
Ree eT 
Yeserve Percentage Fed. Reserve System 
Ee a ee eee 75.4 
teserve Notes Outstanding 
July 11 $2,265, 149,000 
sand Rediscounts F. R. Banks) 
July 3 . .$644,172,000 
Sterling Exchange Index Federal Reserve 
Board June 461.4681 
Net Gold Impts. June $18,452,000 
“ommercial Paper Rate London (bankers 
three months bills) July 12...3%4-3”%% 
Wholesale Price Index (London Econo- 
mist) July 7 (for end June) 
Reserve Percentage Bank of 
July 12 
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FEDERAL RESERVE BANKS 
(In millions of dollars.) 
Govern- 


ment 
securities 


Bills 
discounted, 
total 


695.0 
700.3 


Total 
deposits 
1,937.7 
1,933.7 
1,986.3 
1,951.6 
1,976.0 
1,956.3 
1,921.3 
1,936.6 
1,974.3 
1,949.8 


BANKS 


(In millions of dollars.) 


Cash 


reserves 


Number of 
reporting 
banks 


Loans and 

discounts 
11,922 
11,938 
11,892 
11,840 
11,808 
11,823 
11,790 
11,850 
11,951 


Federal 
reserve notes 
in actual 
circulation 
2,241.8 
2,233.0 
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Industrial Inquiries 


IMPORTANCE OF TECHNICAL POSITION 
While Values Will Tell in the Long Run They Are Frequently Disregarded in 
Market Movements 


Your very interesting publication gave out some good sound advice last April when it 
stated that more than 75% of speculative holdings should be sold out and the money kept 
liquid. Your opinion impressed me at the time and I sold out several stocks that I have 
purchased for speculative upward moves. However, I made a mistake of holding several pets 
of mine only to see them go down as rapidly as anything else on the list. For example: I 
held Mack Truck, because I was informed by some one close to the company that earnings 
for the first six months would show over $10 a share, and I see that this estimate was _con- 
servative, as about $12 a share was earned. Another stock I held was Pan American B, as 
I was impressed with the progress the company is making in securing California production 
and its record-breaking earnings. Yet this stock had one of the worst declines. Now I can 
understand why these stocks should fall off some with everything else going down, but what 
troubles me is the fact that both these stocks had about as big a break as anything in the list 
in spite of an entire absence of any unfavorable developments affecting these companies. I 
will appreciate a word from you in regard to this.—G. T. D., Springfield, Mass. 


While it is true that in the long run values will tell, in a bear market the value 
of a stock is not as important as its technical position. Continually declining prices 
weaken speculative accounts and bring out forced selling. Frequently, stocks that are 
in the most favorable position as regards outlook and earning power, are largely held 
in speculative accounts, and, when this stock is forced on the market, it naturally brings 
down the price. In a bear market, the general public demand for stocks is, as a rule, 
very poor, and, while insiders may realize the value of the stock, they naturally pre- 
fer to get it as cheaply as possible. In the past, there have been many striking 
examples of how values are disregarded in bear markets. It is well known that the 
tobacco industry is little affected by periods of depression, yet in the bear market of 
1921, American Tobacco, a 12% stock, sold down to 110, although 1921 turned out 
to be the biggest year in the history of the company. In declining markets, technical 
position rules, and that is why THE MAGAZINE oF WALL Street, when it believes the 
time has come to sell, does not place too great stress on values, for the good stocks 
can always be picked up again at lower levels. 


earned on the common and in the cur- 
rent year with much larger profits taken 
on Cuban sugar, a still better showing is 
anticipated. We do not care to predict 
when the management may resume divi- 
dends on the common stock, but earnings 
and financial condition of the company 
appear to warrant early action along these 
lines. In view of the improved outlook 
for the company, our advice is to stay 
with the stock. 


AMERICAN SUGAR REFINING 
Strong Financial Condition 


Have you any hope to hold out for a holder 
of American Sugar Refining common stock? 
50 shares of this stock have been among my 
investment holdings for the past ten years, but 
as you know, I have received no dividends 
since May, 1921. Having held on so long, I 
am perfectly willing to wait another year for 
dividends, but do not want to carry dead 
wood forever.—M. C. 8., Trenton, N. J. 


American Sugar Refining Company in 
the deflation period of 1921, was obliged 
to take severe losses which reduced its 
profit and loss surplus from 23 down to 
7 millions. In 1922, the company issued 
30 million dollars 6% bonds, due 1937, 
which enabled the company to clear up 
all bank loans which placed it in very 
strong financial condition. As of Decem- 
ber 31, 1922, working capital was 47.7 mil- 
lions and ratio of current assets to cur- 
rent liabilities 5 to 1. It is true that the 
company now has fixed charges of 1.8 
millions to meet each year, but the in- 
crease in the earning power of its Cuban 
properties have more than offset this 
charge and the earning power of the com- 
pany at the present time should be just 
as high for the common stock as it has 
been in past years. In 1922, 11.72% was 


546 


GULF STATES STEEL 
Production Cost Low 


I have received a circular letter from some- 
one who is apparently interested in Gulf 
States Steel. According to this letter the 
stock of this company is a great bargain. I 
do not know anything about the company per- 
sonally and would appreciate your opinion of 
the stock and a little information in regard 
to same.—S. A., Philadelphia, Pa, 


The properties of Gulf States Steel are 
located at Alabama City, Ala. The com- 
pany has its own ore and coal supply close 
at hand and this, together with favorable 
labor conditions, enables the company to 
turn out its product at a relatively low 
cost. 

For the year ended December 31, 1922, 


the company earned 7.27% on the common 
stock which is an excellent showing a 
this was a poor steel year. For the first 
quarter of 1923, the company earned $4.44 
a share and a still better showing in th 
second quarter is anticipated. The com- 
pany is in good financial condition with 
no bank loans, ratio of current assets to 
current liabilities being 6 to 1. The stock 
must be classed at speculative, but we con- 
sider it as one of the most attractive of 
the steel group. 


UNITED STATES RUBBER 
Price-Cutting Affects Earnings 


In view of the big decline United States 
Rubber stock has recently had, do you con- 
sider it a good speculation at present levels 
of 42? I do not want to buy this stock and 
be hung up in it for a couple of years without 
dividend payments, but if dividends are fairly 
close, I thought I would buy some for a siz- 
months’ pull.—D. H., Farmington, Conn, 


The outlook for United States Rubber 
earlier in the year was much better than 
“jt is at the present time. An important 
part of the company’s earnings comes 
from the sale of tires, and in the tire in 
dustry, price-cutting and very severe com- 
petition exists. Just how soon this may 
be rectified, it is hard to tell for the main 
trouble appears to be overproduction, due 
to the fact that there are so many com- 
panies in the field. Under these circum 
stances, we do not consider it likely that 
there will be any early resumption of divi 
dends on the common stock. At the end 
of 1922, United States Rubber had 25 
million dollars bank loans and the man 
agement will probably adopt the policy of 
materially reducing these before reward 
ing common stockholders. As a purchas« 
for a six-months pull, therefore, we do 
not consider the stock particularly attrac- 
tive at this time, although from a very 
long-range point of view, it does not look 
high at these levels. 


KELLY SPRINGFIELD 
Earnings Falling Off 


What are the chances of Kelly Springfield 
Tire Company paying a dividend on its stock 
this year? I purchased some of this stock 
in anticipation of an early dividend, but I 
have not seen any signs of it yet and the 
stock has had a very violent decline in price, 
now showing me a substantial loss.—F. F., 
Cranford, N. J. 


Kelly Springfield Tire for the year 
ended December 31, 1922, earned $6.94 a 
share on the common stock after allowing 
for dividends. Earnings for the first quarter 
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f 1923 were much better, hav- 
g been at the rate of about $12 
share per annum. The com- 
uny, however, cannot be expect- 
i to keep up this rate of earnings, in 
iew of the price-cutting and the severe 
ympetition in the tire industry. Kelly 


Springfield, however, is one of the strong- 


st companies and has been able to show 
fair earning power when conditions 


were not particularly good, as in 1922. 
The company has an added burden this 


ear in that it has to retire one million 
its ten million dollar notes under the 
iking-fund provision. Including this 


amount, interest and preferred dividends, 
the company has nearly 2% millions in 


the common can receive anything. 


iyments to make out of income before 
In 


view of these heavy payments to be made 


id the unsatisfactory condition in the 
re industry at this time, the management 
ay see fit to hold off dividend payments 
r a while longer. The company is in 


cood financial condition, however, with no 
hank loans, and, in the low thirties, the 


ock appears to be selling low on the 


hasis of the company’s past performances, 


its position 


in the industry and sound 


financial condition. 


5s due 1952. 
servative issues. 


CONSUMERS POWER 5s 
Well Secured Issue 


My sister has about a thousand dollars 
ailable for investment and I am considering 
he purchase of Consumers Power Co. 1st lien 
I only place her funds in con- 
Is this bond secure enough 


jor the purpose?—G. L., Elmira, N. Y. 


Consumers Power Co. Ist lien and uni- 


a 
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fying bonds, due 1952, Series C, in 
opinion are a well secured issue 
would make a suitable investment for 
your sister. This company owns and 
operates an extensive system of electric 
and gas properties in Michigan and has 
an excellent record. For over ten years, 
net earnings have averaged 23% times in- 
terest for such period on the funded debt 
and for the 12 months ended May 31, 
1923, net earnings were 3.2 times interest 
charges. The value of the property is 
largely in excess of the 44.7 millions fund- 
ed debt which is followed by 34.6 millions 
dividend-paying capital stocks. 


our 


anc 


PHILLIPS PETROLEUM 


Outlook Uncertain 


I have a quarterly report of Phillips Petro- 
leum Company on hand which shows that the 
company’s net income for the first quarter of 
1923, was $4,414,924, whereas dividends paid 
out were only $373,170. These earnings look 
remarkably good to me and as I have a few 
shares of the stock at a loss, I am consider- 
ing purchasing some more in order to bring 
down my average price. Would you advise 
doing it?—M. R., Flynn, Mich. 


It is true that Phillips Petroleum 
showed a very good report for the first 
quarter of this year, but you should 
realize that this 4 million dollars after 
dividend payments was before deducting 
anything for depreciation and depletion 
which, with a producing company such as 
this, is usually a very large charge. The 

(Please turn to page 556) 





Inquiries on Mining Securities 


CALLAHAN LEAD & ZINC 
Another Stock Suggested 
I have been holding some Callahan Lead & 


‘ine stock, expecting it to go up, but it has 
me the other way and I have been wonder- 


ing if I had not better sell, although it is now 


what you think of it 


lling at around 7, which seems very cheap 
hen you remember it sold so much higher 
ot so long ago. Will you please let me know 
and what you would 
ecommend?!—K,; L. F., Jersey City, N. J. 


Callahan Lead & Zinc stock 
vuurse, very highly speculative. 


is, of 
There 


has been a decline in the stock in accord 


ith the lower trend of the market, as 


well as the recession in prices for lead 


and zinc from previous high levels. 


It 


must also be borne in mind that owing to 
the probable early exhaustion of its ore 


properties, 


the company is under the 


necessity for looking around for other 


roperties to make good their ore deposits. 


\s a long-pull speculation, around present 


rices, the stock may possess possibilities, 
ut we are not very enthusiastic over the 
tuation and, in our judgment, a better 
veculative holding would be Mother Lode 
oalition Mining Company stock, selling 
round 8 and paying dividends at the rate 
f $1 per annum. Mother Lode is the 
ywest cost producer of copper in the 
yuntry and not only would you be holding 
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a stock returning a very satisfactory yield 
on the investment, but, as previously indi- 
cated, one which also has good speculative 
possibilities. 


McINTYRE PORCUPINE MINES, 
LTD. 
Mining Speculation 


A friend has been after me for some time 
to buy some McIntyre Porcupine stock, which, 
I believe, is selling around $18 a share. He 
says he has been told by his broker this mine 
is a world beater and the stock will soon 
sell at very high prices. Do you recommend 
éi¢ as an investment? I would like to buy 
some stock which will give me a good return 
and which will be worth a good deal more 
money and maybe this is what I have been 
looking for. I will he very glad if you will 
write me as soon as you can your opinion of 
the proposition.—K. D. E., Williamsport, Pa, 


McIntyre Porcupine Mines, Ltd., has 
outstanding capital stock of $3,640,283, par 


$5 per share. The company has 
valuable properties. Its ore re- 
serves drop down to the 1600 ft. 
level without further development, 
being sufficient to keep the mill operat- 
ing for about five years. The Blue 
Diamond Coal Company, Ltd., half of 
which is owned by the McIntyre Porcu- 
pine Company, owns coal lands estimated 
to contain six million tons of coal. It 
also has an option on the Canadian Coal 
Fields, Ltd., good for fifteen years, and a 
minor interest in the Plenaurum Mines, 
Ltd., and Northern Explosives, Ltd. Since 
commencement of operations in 1912, the 
company has constantly increased produc- 
tion. Earnings for the year ended June 
30, 1922, were equivalent to about 75 cents 
a share, although the last quarterly divi- 
dend paid May Ist, was 25 cents a share, 
indicating a dividend rate of $1 per annum. 
It was reported last year, the company 
had struck the Hollinger gold vein on its 
property adjoining the Hollinger mine, 
which resulted in considerable speculative 
excitement at that time. While it un- 
doubtedly has valuable properties, at 
around $18 a share, the stock seems to 
have discounted a great deal and, in our 
judgment, must be regarded as a specula- 
tion only suitable for those who are willing 
to incur the risk incident to speculating 
in mining shares. 


MOHAWK MINING COMPANY 
High-Cost Producer 


I have 100 shares of Mohawk Mining Com- 
pany stock which I bought at a higher price, 
$68 a share. If the dividends are safe, I de- 
sire to hold it, but I have been wondering if 
I can safely expect to continue to receive 
them. What do you think would be the best 
thing for me to do, hold the stock, sell it or 
switch into something else?—G. L. M., Hol- 
yoke, Mass, 

The Mohawk Mining Company is one 
of the comparatively high-cost producers 
of copper. Its cost last year was around 
12% cents a pound, and, although it paid 
dividends, net earnings did not cover the 
disbursements. With copper selling at 
around 14% to 15 cents a pound, the com- 
pany is in position to show better earn- 
ings, but, at the same time, conditions in 
the industry at this time do not justify 
the anticipation: of the stock selling at 
around the figures mentioned at any early 
date. Of course, whether or not the com- 
pany will be able to pay dividends in the 
future is dependent upon the future condi- 
tions in the industry, but, even from that 
standpoint, it is our opinion there are bet- 
ter opportunities in other directions, such 
as the stock of the Kennecott Copper Cor- 
poration, which is selling at around 33 and 
paying dividends at the rate of $3 per 
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SPECIAL REPORT DEPARTMENT 


E have had so many requests for special reports on lists of securities and for com- 
ee analytical reports on individual stocks and bonds that we have organized a 
pecial Report Department to handle this work. 
amount of research work necessary, but in all cases estimates will be submitted. 
complete report on any stock or bond listed on the New York Stock Exchange will be 


In analyzing lists of securities definite recommendations are made and 
This new service does not in any way interfere with the 
present free service supplied by the Inquiry Department to subscribers which entitles 
them to a brief report on any three securities. 


Charges will vary with the 
A 











annum. Kennecott is a low-cost 
producer of copper and is in better 
position to take care of dividend 
requirements in periods of lower 
copper prices than Mohawk. 





INSPIRATION CONSOLIDATED 
COPPER CO. 


General Outlook Uninspiring 


We should be grateful for your opinion of 
Inspiration. Do you think the action of the 
Anaconda directors in resigning and the rumor 
that Anaconda is contemplating selling its in- 
terest in Inspiration indicate the company is 
in bad shape? Or is it probable Inspiration 
will show appreciation with any upward move 
that may occur in the copper group?—E. E. 
M., San Francisco, Cal, 


We have no authoritative information 
as to the cause of the resignations of Ana- 


conda directors from the Inspiration 
board, nor the intention of Anaconda in- 
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terests with respect to their Inspiration 
holdings. It is not unlikely that the resig- 
nations have been due to the acquisition 
by Anaconda of control of the Chile Cop- 
per Company, which gives it a large sup- 
ply of low-cost copper, and it does not, 
therefore, find its interest in Inspiration 
of the same advantage as heretofore. Of 
course, this is merely a surmise on our 
part. We are not particularly enthusiastic 
over Inspiration stock, although in a 
period of good conditions in the industry, 
the company should do well. In our judg- 
ment, Chile Copper Company stock, which 
is selling at around 25 and paying divi- 
dends at the rate of $2.50 per annum, is 
a more promising holding than Inspiration 
common. 





> 


New Security Offerings 


METROPOLITAN EDISON 6s 
Attractive for Investment 


I have been advised to make an investment 
in Metropolitan Edison 1st and refunding 6% 
bonds which are being offered at 97% to re- 
turn 6.2%. Please give me your opinion.— 
8. T., St. Louis, Mo. 


Metropolitan Edison Ist and refunding 
6s, due 1952, are secured by a direct mort- 
gage lien on all, and, by a first mortgage 
lien, on part of the physical property of 
the company subject to 2.4 millions under- 
lying bonds. The reproduction cost of 
the company’s property as of April 1, 1922, 
plus subsequent capital expenditures up to 
June 1, 1923, amounts to 19.1 millions. 
Securities pledged under the mortgage 
securing these bonds brings the total up 
to 22.4 millions, as compared with a to- 
tal funded debt of 10.6 millions. For the 
12 months ended May 31, 1923, net earn- 
ings were $1,497,406 as compared with 
annual interest on the bonded debt of 
$635,365. The company owns and operates 
electric light and power properties in east- 
ern Pennsylvania. About 60% of gross 
earnings are derived from the sale of 
electrical energy for power purposes. We 
consider these bonds a good investment. 


LONG-BELL LUMBER 6s 
Yield 6.5% 


What is your opinion of the Long-Bell 
Lumber ist mortgage 6s recently offered?— 
C. K., Chicago, Ill. 


Long-Bell Lumber Ist mortgage 6s, Se- 
ries B, due 1943, are secured equally with 
the Series A bonds by a first mortgage 
on unencumbered standing timber having 
a value, as independently appraised, equal 


to 100% of the value of the bonds and 
are further secured by a mortgage on 
plants, mills and other property having a 
value sufficient to make aggregate security 
under the mortgage of not less than 200% 
of the bonds which ratio the company 
covenants to maintain at all times. Net 
earnings for the past ten years have aver- 
aged $3,884,404, and during the same pe- 
riod return on capital through conversion 
of timber and amortization of plant in- 
vestment has averaged 3 millions, a total 
annual average of 68 millions, available 
for Federal taxes, debt, principal and in- 
terest. The maximum annual _require- 
ments for principal and interest on funded 
debt is 4.1 millions. Conversion of timber 
and amortization of plant investment for 
the five months ended May 31, 1923, to- 
taled 1.7 millions, and net earnings for the 
same period were 43 millions. Interest 
requirements for this period were $690,- 
000. At offered price of 94 to yield 6.5% 
we consider these bonds attractive for in- 
vestment. 


ERMITA SUGAR CO. 7%s 
Another Bond Suggested 


Ermita Sugar 74%% bonds offered at par 
give a good return for a first mortgage bond, 
but I do not want to put any money in them 
if there is much risk involved. What is your 
opinion of them?—J. N., Boston, Mass. 


Ermita Sugar Co. $1,200,000 Ist mort- 
gage 7'%4s, due 1942, are secured by a 
closed first mortgage on the entire fixed 
assets and equipment of the company sub- 
ject to only $7,000 prior liens. Fixed 
assets have been recently appraised at 3.5 
millions. Earn‘ngs for the five years 
ended December 31, 1922, averaged $265,- 
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Earnings for the 1923 fiscal 
estimated at over three 
times bond interest. Instead of 
purchasing this bond we suggest 
the purchase of Manati Sugar Ist mort- 
gage 7'%s, due 1942, which.can be pur- 
chased on the New York Stock Exchange 
around 97. The latter bond will give you 
a still higher yield at the price and we 
give it a higher rating than the Ermita 
Sugar Co. issue 


JAMAICA PUBLIC SERVICE 6%s 
Offered at 100 


Please let me have your opinion as to the 
advisability of investing in the Jamaica Public 
Service Co. Ltd. first mortgage 6%% bonds 
due 1943.—-A. T. B., Portiand, Me. 


Jamaica Public Service Ist mortgage 
6%4s, Series A, due 1943, are secured by 
a first mortgage on all the properties of 
the company subject only to $200,000 first 
(closed) mortgage 5% bonds outstanding 
on a constituent property. This company 
operates without competition the street 
railway, electric light and power systems 
of the City of Kingston, Jamaica, and 
surrounding territory serving a population 
of 120,000. Jamaica is administered as a 
Crown Colony by a Governor-in-Council, 
appointed by the British Colonial office. 
Earnings of the company for the past ten 
years have averaged $143,644 per annum 
and for the past four years $168,215, 
against interest requirements of $75,000 
on all bonds, including this issue. The 
company will be under the management of 
Stone & Webster. At the offered price 
of par we consider these bonds a good 
investment. 


SPENCER KELLOGG 6s 
Well Protected Debenture 


Kindly give me your opinion in regard to 
the safety of Spencer Kellogg &€ Sons 6% 
debentures.—L. L. Princeton, N. J 


Spencer Kellogg and Sons 2.5 millions 
debentures, due 1938, are the only funded 
debt of the company which agrees not tc 
mortgage any of its property nor create 
any funded debt ranking equally with or 
ahead of these debentures but may make 
loans maturing in not over one year and 
pledge its current assets as security there- 
for. For the seven years ended Septem- 
ber 30 1922, net earnings after all charges 
hut before Federal taxes averaged 1.8 mil- 
lions as compared with maximum interest 
requirements on these debentures of $150,- 
000. Net earnings for the year ended 
September 30, 1923, are estimated at ap- 
proximately one mill’on. Since inception 
of the present business in 1894 it has never 
shown a net loss in any year. Balance 
sheet as of March 17, 1923, shows net 
tangible assets of 12.8 mill’ons, while net 
current assets were 6.5 millions. Spencer 
Kellogg is one of the three largest manu- 
facturers of linseed oil doing about % of 
the entire business of the United States. 
These debentures are well protected and 
entitled to a high rating. 
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Production on Lower Plane 


Caution Prevails in Business Circles 





STEEL 








urther Reduction in Unfilled Orders 


The Steel Corporat‘on’s statement of 
filled obligations for the month of June 
lects clearly the trend of events in the 
el industry. While the decrease in 
ders was plainly forecasted by slacken- 
g demand of the past two months, the 
lling off of 595,090 tons reveals a some- 
hat greater drop than had been generally 
iticipated. 

There seems little reason to look for 
1 early change in the existing trend of 
mand since the automotive industry has 
tered its season of restricted operations, 
e oil industry is in a depressed condition 


and not in a buying mood, and structural 


eel has been affected by the efforts di- 
cted toward deflation in the building 
‘Id. Railroad buying would thus appear 
be the chief reliance over the summer 
riod and it is therefore probable that 
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COMMODITIES 


(See Footnote for Grades Used and 
Unit of Measure) 

1923 ~ 

Low _ Last* 


$46.00 
27.00 





High 

Steel (1) 

Piz Iron (2).... 
Copper (3) 
Petroleum ( 

Coal (5) 

Cotton (6) 
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Sugar (16) 
Paper (17) 
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(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (8) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, $ per ton: ( ) Spor. 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, S pe bushel; (9) Light, Chicago, 
$ per pound; (10) Top, Heavies, Chicago. 
c. per Ib.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c. per Ib.: 
G4) Medium Burleigh, Kentucky, — per 

; (15) Raw Cubas 96* Full Duty, c. 
ad Ib.; (16) Refined, c. per tb.; (17) 

ewsprint per carload roll, c. per Ib. 
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July tonnage will follow along the path 
established since the March peak 
reached. 

While demand is rather indifferent, the 
situation is not without strong points in 
that price levels have been maintained with 
remarakable steadfastness. In fact, the 
leading interest has only recently advanced 
quotations on bars and shapes, a step that 
may well be s‘gnificant of an ultimate 
turn all along the line. 


was 





CHAIN STORES 








Sales at High Levels 


With labor fully employed at high wage 
scales, it is not surprising to find the mail- 
order houses and chain stores, together 
with department stores and related lines, 
enjoying an entirely satisfactory volume 
of business with sales in many cases hang- 
ing up new monthly records. 

While it might be expected that the 
mail-order concerns were experiencing 
relatively sluck trade because of their in- 
timate connection with cond'tions in the 
agricultural communities where purchas- 
ing power of the dollar is not what it 
should be, nevertheless, reports for June 
show the largest total of sales for any 
similar period on record. It is true that 
cemand for “luxury goods” is compara- 
tively small, but the farmer is evidently 
buy'ng freely of the so-called necessities. 

The history of department and chain 
stores is one of steady growth and it 
seems probable that the current year will 
strengthen the position of these companies 
considerably. Practically all of them have 
placed their finances in excellent shape 
following the post-war depression and are 
now well situated to care for existing 
consumer demands. 





TEXTILES 





Production Curtailed 
Generally speak'ng, the textile business 
has been more seriously affected by the 
current trade reaction than most manu- 
facturing industries with cotton goods 
producers first to feel the effects of de- 
clining demand. 


The silk industry has been operating 
cautiously for some time past because of 
the inability to pass high raw material 
costs along to the ultimate consumer, but 
buyers have more recently developed ex- 
treme timidity and are purchasing only 
for current needs. Hence the sharp drop 
in raw silks would seem to have come too 
late to be of large benefit, and mill opera- 
tions are being reduced more generally. 
Slow demand has lead to price conces- 
sions. 

Consumption of cotton goods has shown 
no disposition to recover from the inac- 
tivity of several weeks past, and the New 
England mill owners have been forced to 
extend “vacation shut-downs” for further 
periods. Wholesalers were for a time 
driven to make price reductions under 
cover in order to attract business, but a 
general reduction of quotations on stand- 
ard grades by the manufacturers has re- 
moved the necessity for this practice. It 

(Please turn to page 579) 





THE TREND 


STEEL—Situation generally unchanged 
with demand dull and prices sta- 
ble. Unfilled orders decline sharp- 
ly and further decrease likely. 
Better buying expected in Fall. 


METALS—Foreign demand for copper 
at low ebb and domestic buying 
quiet. Prices of non-ferrous met- 
als generally soft. Zinc produc- 
tion curtailed in effort to bring 
stability to market. 


— Outlook remains unfavorable 
with no visible indications of 
early turn for the better. Further 
cuts in crude oil. 





SUGAR—Consumption well under peak 
levels and prices reactionary. 
Producing companies in good posi- 
tion, having sold large portion of 
crops at former high prices. 








PAPER—Demand for newsprint hold- 
ing up to record levels but taper- 
ing off in other grades. Outlook 
for paper companies fairly satis- 
factory. Export ban on Canadian 
pulp may complicate situation. 

TOBACCO Industry in good position. 
Consumption and production run- 
ning at high rate and prices 
stable. 


SUMMARY: Business largely influ- 
enced by seasonal considerations and 
marked attitude of caution still preva- 
lent. Productive activity in some lines 
held at high rate by orders accumu- 
lated during earlier months but ten- 
dency on whole is toward lessened 
output. Crop outlook promising al- 
though grain markets have developed 
weakness. 

















Tenth Lesson 


About the Two Rules of a Successful Student 


OTE: The fol- 

lowing ts from 

a successful stu- 

Raa’ dent of the science of 
| stock-market specula- 
tion and is presented as 

being of undoubted in- 

terest and value to other students. 


Dear Professor : 


With regard to the general rank of in- 
vestors who are thoughtful and careful, 
I should say that of all the rules of trad- 
ing, an investor should be brought down 
to two rules: (1) That investment should 
be made only in the best security of each 
class. By the best security I mean the se- 
curity of its class that is generally known 
as being the best managed, most conserva- 
tively financed and dealing in one of the 
necessities of life, and which is a house- 
hold word. 

Practically every banker and every in- 
vestment expert would agree to within ten 
per cent as to which these companies are: 


The Standard Oil Company and Gulf 
Oil Corporation of the oil companies ; 

The United States Steel Corporation 
of the steel companies ; 

Corn Products Company of the food 
companies ; 

American Car and Foundry Company 
of the equipment companies ; 

The General Electric Company of the 
electric supply companies ; 

F. W. Woolworth of the department 
stores; 

Union Pacific Railroad, Atchison, To- 
peka & Santa Fe Railway Company and 
Norfolk and Western Railway of the 
railways ; 

Consolidated 
public utilities. 


Gas Company of the 


I believe that anyone, except pos- 
sibly a professional who has spent all 


his life studying properties, should 
keep all his transactions in ten securi- 
ties, about the fundamental safety and 
marketability of which there is no 
question whatsover. 

The 


“When” Element 


The second problem which the investor 
must face is the time to buy or sell. 

When purchasing or selling I believe 
the price at which these securities are 
dealt in must be entirely neglected. The 
time must be determined in an entirely 
different manner. 

The purchase of these selected securi- 
ties must be made only when the investor 
knows or sees from the newspapers that 
there is an enormous number of unem- 
ployed in the country; that some of these 


50 


standard companies, which he has singled 
out, are doing so badly that they have 
or may have to pass or reduce their divi- 
dends ; that the blast furnaces in the Pitts- 
burgh district are half shut down and the 
immediate prospect is that the remaining 
half will have to be shut down. When 
automobile salesmen are unable to sell a 
car and when women of their acquain- 
tance are purchasing something cheaper 
than the highest grade of silk stockings. 

I believe it to be impossible to deter- 
mine when securities are cheap or dear, 
but I know it is comparatively easy to de- 
termine the time when pessimism and the 
state of trade are as black as possible. 
An investor must remember that “nothing 
is as good as it seems or as bad as it 
looks.” 

Conversely the time for selling se- 
curities occurs when there is practi- 
cally no unemployment; when the steel 
companies are working at 97.77421 of 
their capacity, when automobile sales 
are very high, but particularly when 
the outlook is excellent and everyone 
around is reporting fine business with 
a prospect of better business. 

I believe that these two rules stated in 
a few words or stated at length must 
form the base of almost all successful 
operations on the market, and I should 
say all successful operations by an ama- 
teur. 

If these rules are adhered to carefully, 
without respect to price, either buying or 
selling, I do not believe any other rules 
or advice is necessary. Certainly no “stop- 
loss” orders, certainly no protection of 
trades or selling through fear, except that 
the purchases must never be made with- 
out two-thirds of the securities purchased 
being paid for. 

Unfortunately, to carry out these two 
rules, in spite of the fact that they are 
simple and easy to thoroughly understand 
and put into practice, requires what most 
of us do not possess, Character (notice 
the capital C), of very high order; they 
require the patience of Job and courage 
such as we suppose the lion sometimes 
possesses. 

I am afraid that any investor who prac- 
tices these two fundamental rules, in the 
course of one, two, three or four years 
would inevitably be successful and at the 
same time would inevitably become so 
conce‘ted that he would think himself able 
to improve upon them. 

I believe that the professional or ama- 
teur forsaking these two fundamental 
laws can protect himself efficiently in one 
way only. Should he have determined to 
gamble, then he must knowingly recog- 
nize himself as a gambler, and his losses 


must be limited to that proportion of his 
fortune which he can afford to lose. 


To Keep Losses Low 


I believe, from experience, that the 
easiest way of keeping one’s losses low 
is to adhere strictly to the great force of 
momentum. All markets, whether mov- 
ing up or down, have great momentum, 
and in all markets, whether it be corn, 
wheat, sugar or stock, that have moved 
in either direction 5% of their value, the 
probability is three to two that the move- 
ment continues in the same direction. In 
the same way the momentum of the rela- 
tive movement of one stock to the rest 
of the market is also very high. If At- 
lantic Gulf or Bethlehem Steel have 
moved away from the rest of the market, 
the probability is that this movement will 
continue. 

If you carry this thought a little fur- 
ther you can make use of it enormously 
in trading. For instance, suppose today 
you were to sell short a hundred shares 
of five different stocks, either because you 
had studied these stocks with great care, 
or because you had advice from some one 
who had, At the end of one month, it is 
possible that two of the transactions will 
show a profit and three a loss. The trans- 
“actions which have shown a loss at the 
end of the specified time should be closed 
out, as the momentum of these stocks in 
relation to the rest of the market has been 
shown to be against your calculation. If 
all five, at the end of the specified time, 
should show a loss, all five stocks should 
be closed out, and the loss taken. In the 
latter case, the momentum of the whole 
market is against your caculations and it 
is, therefore, much more important to 
cancel all commitments. 


Three Results 


If everyone, amateur or professional, 
will undertake with himself to cancel any 
and all commitments which show a loss 
at the end of a predetermined time, three 
things will happen: 


(1) He will become disgusted with 
taking losses that he will trade less 
and less, until he trades no more. 
He will be left now and then with 
securities which really show fifty or 
one hundred points better than his 
original purchase or sale price. 

By taking which do not at 
the time seem necessary, he will 
strengthen his character enormously 
and at the same time think very much 
more deeply before incurring any 
commitment. 

I remain yours very sincerely, 
CuHartes N. Epce. 
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Intimate Talks With Readers 
A Picture of the Minor Cycle 


must be a convenient, simple method 

of presenting and explaining the 
o-called “minor cycle” about which so 
nuch is said and written by economists 
ind statisticians. 

For the purpose of this discussion, there 
vill be no point in discriminating between 
he business cycle (major or minor), or 
the big and shorter swings of the stock 
market. 

Business tendencies, conditions, and 
trends follow each other with mathemati- 
al precision, almost confirming biblical 
raditions of “seven years of fat followed 
yy seven lean years.” In America, the 
modern Canaan that truly flows with milk 
ind honey, we expect and actually find the 
lean years considerably shortened, and 
he fat years correspondingly lengthened. 
[his is regulated by natural laws, and the 
well-known principle that “action” is fol- 
lowed by “reaction.” 

Hence “a crazy bull market” is usually 
connected by a decline that has some com- 
pensating if terrifying moments. 1907 and 
1920-1921 following the wild 1906 and 
1919 markets are good examples. The 
higher they go, the harder they fall is true 
—not a mere proverb or “saying” but 
based on man’s law that action is fol- 
lowed by its equivalent in reaction. 


Ts writer has often thought there 


These thoughts are expressed to con- 
vey that no amount of manipulation, mar- 
ket-rigging, forced prosperity (inflation) 
or the gloomiest of blue glumness in the 
world (real or artificial) can 
ilter the course of the major cycle—al- 
though it can temporarily extend the pe- 
riod of completion of the minor cycle. 


business 


Where Doctors Differ 


In a test of “opinions,” one enterpris- 
ing newspaper reporter, pretending illness, 
visited a dozen doctors—all eminent. He 
received exactly twelve different prescrip- 
tions, covering about 57 (more or less) 
varieties of drugs, and 12 radically differ- 
ent diagnoses of his alleged “disease.” 
This happened recently. 

So statisticians et al. will be excused 
for disagreeing as to the exact limits of 
the various cycles, and the market student 
and investor may draw his own conclu- 
sions from the volumes written on the 
subject. 

For practical purposes, one need only 
examine a monthly composite chart of 
averages, such as one can readily secure 
showing the course of the market since 
1896 to date. A study of such a picture 
by various experts would naturally evoke 
different opinions, just as a group of vivi- 
sectionists would presumably differ and 
argue over the anatomy and meaning of 
their particular subject. 


The major cycle is a longer affair than 


is generally supposed. It lasts anywhere 
from 25 to 50 years—which is rather too 
long “a pull” for the average trader or in- 
vestor to bother about (no doubt). It is 
of extreme interest, however, to know 
where, and how we are located in that big 
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cycle—and very profitable sometimes to 
have that knowledge. 

We observe, for example, that broadly 
speaking, business and securities (they go 
hand-in-hand) follow roughly the form 
of a huge arc—a half circle. Hence—the 
name! The minor cycle, is a half circle 
within the big circle; wheels within 
wheels. If you have watched the design 
of our Magazine covers, you will have 
noticed the big fly-wheel actuating the 
smaller wheels. The principle is not much 
different. The big wheel is going to turn 
over regardless of temporary delays and 
the minor cycle will recur over and over 
again within the limits of the big arc. 

May the writer venture the thought, 
without attempting to place any reason- 
able limit on the potentials of bigger, 
broader business, and consequently bigger 
and broader stock markets than ever in 
time, that while the combined values in 
dollars of our national securities may yet 
surpass the values created in the past 


even those of 1916, 1919 or 1922, the prices 
of 1919 per share may have marked the 
culmination of the long swing—the major 
circle since 1896. The prices of last fall 
did not exceed the 1919 figures, but the 
dollar values greatly exceeded any former 
values purely on prices multiplied by— 
number of shares outstanding. 


A Five-Finger Rule 


The minor cycle (in the form of a 
smaller arc) can be visualized by placing 
the left hand on a table, with fingers ex- 
tended. A half circle begins with the top 
of the little finger and ends at the top of 
the thumb. 

This is the writer’s rough five-finger 
rule: the period of depression to final ac- 
cumulation extends to the middle finger. 
The public begins to take notice by the 
time prices are opposite the index finger. 
Distribution is not the 

Most people be- 
bull market,” 
so much at the extreme top (the middle 


accomplished at 


top, nor at the bottom. 


come “hung up in a not 


finger) as on the rallies after breaks— 


again around the index-finger period. 





Importance of the Technical Position 


Some Illustrations 


ALL STREET is magnificent« in 
W its frankness: in the casual way 
it does big business, despite the 
impressions of those who do not know it. 
One can see millions in stock certificates 
being carried around the street by mere 
lads who literally “shoot” what they evi- 
dently consider so much paper into the 
cashier’s window with a cool request for 
“$32,500 Hornblower and hurry up!” 
The boys call each other by their firm 
name, and the ambassadors from the Cor- 
ner House are known as plain “Morgan” 
and command no greater respect in a vil- 
lage where all men are equal. 
We elevator 


Pe- 


noted a youngster in the 
with a certificate for 500 California 
troleum and statement attached, a mere 
matter of over $50,000. We could not 
help noticing the name and quantity be- 
cause he persisted in thrusting it under 
our nose in his eagerness to get a place 
in an already overcrowded elevator 

With CPU, it’s a case of “all's well 
that ends well.” It recently sold above 
115, is one of the market leaders and only 
a few years ago was among the cats-and- 
Only a few years back it sold 
around $8 and for many years was ap- 
praised as a good speculation in the 20s. 
The newspapers said today that it 
above par because its dividend might be 
raised to $8! 


dogs. 


rose 


Dividends of $8! Why the Fuss? 


What the dividend of $8 has to do with 
its rise we cannot reconcile. It is perhaps 
rising in spite of a proposed declaration 
of $8. In any event, if the apologists are 
correct, why the fuss? 

Pan American B pays $8 and shows no 
sign of excitement around $60 compared 
with about $112 for California Petroleum. 


So the $8 dividend is not the reason, and 
it is futile to look around anywhere hop- 
ing that any oil stock now paying $8 or 
expected to pay such a dividend will du- 
plicate Cal. Pete’s wonderful market per- 
formance. 

The real cause is technical position, and 
the latter is created by causes not always 
known. It is better to know that the buy- 
better than the (from a 
purely speculative viewpoint of course) 
than to know that this or that company 
will increase its dividend. Which reminds 
us that it is a good thing to read the finan- 
cial column but a bad thing to take the 
daily opinions explaining rises or falls in 
the market or stocks as a trad- 
ing—or investing. 

Stocks like California Petroleum, Stew- 
art-Warner and American Can do not go 
up because somebody has suddenly 
covered that these companies are making 
a lot of money and are going to increase 
their dividends. 


ing 1s selling 


basis of 


dis- 


On the other hand, it is equally true 
that such 
higher prices because the rise itself is the 
best form of publicity, and many inves- 
tors absorb these issues “on the way up” 
(all the way up to be exact), and one can 
easily get into a jam in tampering with 
the short side without stop-loss orders in 
stocks that become closely-held as they go 


issues “become scarce” at the 


beyond bounds. 


There is a vast difference between a 


natural rise from year to year in an in- 
vestment issue, and a spectacular rise in a 
bull market in a stock that 
formerly speculative. It is the tendency, 
the 


their 


single was 


rate 
the 


or rather has been fashion, to 
stocks 
return obtained from dividends 


(Please turn to page 574) 


according to price and 





The Double-Cross 


A Synopsis of the Third Moving Picture 
Release of the Investors’ Vigilance Committee, Inc. 
By G. W. B. WITTEN 
Ralph W. Budd, Manager, I. V. C., Inc. 


promoter is a keen student of hu- 

man nature. He may be a knave, 
but he is never a fool. He makes a study 
of history, and history tells him that all 
through the ages beautiful women have 
been found to be powerful weapons in 
any game or scheme that man may de- 
vise, and few men are proof against the 
wiles of a really pretty girl. 

The writer recently went to the head- 
quarters of a concern that is floating a 
large stock issue, and on entering their 
offices was confronted with a troup of 
beauties that would rival Mack Sennett’s 
cast, or the chorus of the Follies. These 
pretty girls were ostensibly stenographers 
and office workers, but any and all of 
them had ample time to make pleasant 
conversation for any chance visitor that 
happened to come in. This office had a 
decidedly attractive air about it, and so 
long as a visitor was being pleasantly 
enterta‘ned by some of the young ladies 
the officers of the company made no at- 
tempt to enter into the conversation or 
find out the visitor’s business. 

After an exchange of a few pleasan- 
tries the writer suddenly found himself 
listening to a eulogly on the merits of the 
securities that were being offered for sale. 
He also learned from these charming girls 
of the wonderful qualities of the officers 
at the head of the promotion. During the 
conversation, several other visitors were 
handled in the same pleasant manner. 

Investigation of this concern proved 
that it was only one of the many wild 
gambles that are so prevalent today, and 
that the officers were promoters with very 
questionable and checkered careers in the 
security world. 

Today there are numbers of schools 
that are conducted by promoters who train 
attractive young women to sell stock. In 
most cases, the promoters handle these 
young women in the same manner as they 
handle the one hundred per cent Ameri- 
can youths that they stuff with lies and 
send forth to peddle worthless securities. 
These clever instructors do not tell a girl 
to use her feminine charms on a prospec- 
tive customer. They know human nature 
well enough to know that any girl who 
has a conquest to make will use the 
weapons given to her by nature, whether 
she use them consciously or unconsciously. 

“THE DOUBLE-CROSS,” which is 
the third picture of the series being pro- 
duced for the I. V. C. by the Buckly-Fer- 
guson: Productions, tells a story of cruel 
slavery imposed upon a beautiful girl, who 
is forced to induce wealthy men to buy 
worthless stocks. This story is based on 
facts that were disclosed through an inves- 
tigation made by a member of the I. V. C. 

In the opening scene, Alexander, a 


\ MONG other things the swindling 


crook, is just receiv- 
ing a five-year prison 
sentence for fraudu- 
lent practices in stock 
selling. This sentence 
comes as a relief to 
Ruth, a beautiful girl, 
who has been under 
the domination of 
Alexander. Ruth bids 
him good-bye, and 
then sets out with 
a firm determination 
to come back. Dur- 
ing the time that Alexander is in prison 
she manages through the charm of her 
personality to get a good foothold and is 
doing very well for herself. Then just 
when the clouds are all disappearing and 
life begins to look hopeful again Alex- 
ander is released from prison. 

It takes him some time to locate Ruth, 
but when he does he finds her living in 
luxury, and at the moment, in company 
with a wealthy man. Alexander comes 
upon the couple unannounced, and Ruth, 
in distress at being discovered, introduces 
him as her brother. This suits Alex- 
ander’s plans fine, and as soon as he is 
left alone with Ruth he commences to give 
her his instructions. 

With some of his former confederates 
he has organized an automobile corpora- 
tion and has floated a large stock issue. 
Th’‘s corporation is supposed to be manu- 
facturing automobiles. Therefore, it is 
necessary that they have automobiles for 
demonstration to prospective stock buyers. 
Alexander gathers about him a gang of 
automobile thieves who steal cars that 
can be remodeled and fixed up to repre- 
sent a new brand of car. 

The automobile thieves work.so rap- 
idly that they find it necessary to organize 
a sales force to sell the cars as well as 
the stock. Alexander forces Ruth to in- 
duce her wealthy friends to buy both the 
remodeled cars and the stock. Though 
this is very much against the girl’s better 
nature, she lives in fear of Alexander and 
knows that, if she fails to do as he says, 
he will expose her and probably “frame” 








This page has been donated by THE 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are not 
guaranteed hut are based upon informa- 
tion which we believe to be accurate and 
reliable.—Edutor. 








LANDING A VICTIM 


A Clever Crook With a Beautiful Accomplice Finds the 
Elderiy Man Easy—(From THE DOUBLE-CROSS.) 


her with some offence that will send her 
to jail. 

For a time Alexander uses her only 
among the wealthy people, and is very 
successful, but later he fears discovery 
so transfers his operations to country peo- 
ple and people living in small towns 
Here he finds Ruth’s services very valu- 
able, for he makes her exercise her 
charms on prosperous farmers. 

A scheme is devised for presenting each 
purchaser of $5,000 worth of stock with 
one of the stolen cars. A tremendous 
advertising campaign is put on, the cor- 
poration does a thriving business. 

It is one of the weaknesses of all swin- 
dling promoters that, no matter how fast 


aa . . . 
money may be coming in, it never comes 


in fast enough. -- These people squander 
money as fast as they get it, and the 
greater the amount of business they do 
the greater the dissipation they indulge in. 

Alexander soon finds that he needs 
more-money, and he needs it quickly in 
order to cover up his tracks. He orders 
Ruth to enter into a plot with him to 
“frame” a wealthy man who has befriend- 
ed her. His plan is to “get something” 
on the man so that he can blackmail him 

Here is where he meets his Waterloo, 
for Ruth, when the crucial moment comes, 
refuses to be disloyal to the man who has 
been her friend. This brings about a crash 
of the whole enterprise, and again we see 
Alexander headed for jail, but the crash 
does not come before irreparable damage 
has been done, and numbers of unwary 
people have been robbed of the bulk of 
their money. Among them is a young 
farmer who, thinking he is doing the right 
thing, and madly in love with Ruth, steals 
a number of bonds from his father and 
turns them over to Alexander. These 
bonds represent most of the reserve fund 
of the family, and when the crash comes, 
there is great hardship for all concerned. 

This is a vivid story based on actual 
facts. Jt carries a message that should 
reach every household in the country, for 
today there are hundreds of Ruths, and 
hundreds of Alexanders who, when they 
are not in jail, are systematically robbing 
the public. 
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What is the Value 
of a Good Name? 


HAT is the money value of the 

goodwill which the Buick, Cadil- 
lac, Chevrolet, Oakland and Oldsmobile 
passenger cars and GMC Trucks have 
created with nearly two million users 
throughout the world? 

The assets of General Motors include 
not only the good names of these auto- 
mobiles but also nationally advertised 
trade-marked accessories which contrib- 
ute to the success of so many other trust- 
worthy cars. 

Plants of General Motors are valued 
at 255 millions of dollars—ten times the 
goodwill. Yet the intangible asset of zood- 
will is invisible capital and has a distinct 
earning power at least equal to the plants. 


It would be far easier to replace bricks 
and mortar than to recreate goodwill for 
the products of those plants. 

Co-ordination of departments, instal- 
lation of good accounting, development 
of sound banking, systemization of man- 
ufacturing, selection of sufficient and 
capable, loyal employes, which make up 
the General Motors family, has been a 
painstaking growth of many years. 

These intangible things have added 
immeasurable value to the worth and earn- 
ing power of the plantsof General Motors; 
in fact, the plants would quickly turn to 
lifeless material were it not for the liven- 
ing influence of those intangible values, 
classed as goodwill. 


cA General Motors booklet will be mailed you, if a request is directed to the 
Department of Financial Publicity, General Motors Corporation, New York, 


GENERAL MOTORS 


BUICK CADILLAC CHEVROLET + OAKLAND OLDSMOBILE GMC TRUCKS 


Delco and Remy Electrical Equipment + Harrison Radiators - New Departure Ball Bearings 
Hyatt Roller Bearings - Jaxon Rims Fisher Bodies - AC Spark Plugs—AC Speedometers 
Brown-Lipe-Chapin Differential Gears Klaxon Warning Signals 
Inland Steering Wheels + Lancaster Steel Products - Jacox Steering Gears 
Dayton Wright Special Bodies Delco-Light Power Plants and Frigidaire 


+ United Motors Service provides authorized national service for General Motors accessories - 
+ General Motors Acceptance Corporation finances distribution of General Motors products - 
+ General Exchange Corporation insures General Motors cars exclusively « 
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Odd Lot 
Trading 


The many advantages 
it offers the small as 
well as the large in- 
vestor are outlined in a 
booklet which we will 
gladly send to anyone 
interested. 


Ask for Booklet M.W.-306 


100 Share Lots 


Curb Securities Bought or Sold 
for Cash 


John Muir & (0. 


New York Stock Exchange 
Members New York Cotton Exchange 
N. Y. Coffee 4 Sugar Exchange 


61 Broadway New York 














INVESTMENT 
SERVICE 


Our Mail Investment Department 
keeps in touch with each one of 
our out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


Many investors maintain a personal 
correspondence with our sstatis- 
ticians and in that way keep in 
close contact with changing market 
conditions. 

If you live out-of-town there is no 
reason why you cannot satisfac- 
torily invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to mail 
a copy of our Booklet 


“Investing by Mail’ 


to those interested, on request 


GRAHAM, RITCHIE & CO. 
Formerly Graham & Miller 


Members New York Stock Exchange 
66 Broadway New York | 
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We have prepared an 
analysis of this company 
which discusses in detail 
its properties, earnings 
and the technical position 
of the company’s stock 
in the present market. 


We shall be pleased to 
send a copy of this 
analysis upon request. 


Mc DONNELL& (10. 


120 BROADWAY 
NEW YORK 


Members New York Stock Exchange 


SAN FRANCISCO LOS ANGELES 














ROMY HOKE 


Stocks, Bonds, 
Cotton, Grain, Provisions, 


Insurance Stocks 


CHARLES SINCERE & CO. 


Board of Trade Blidg., 
Chicago, IIl. 


Members 


New York Stock Eachange 
Chicago Stock Exchange 
Chicago Board of Trade 



































LANDEN, VERCOE & CO. 
~~ DESBLER HOTEL BLDG. 
COLUMBUS, OHIO 


Members of 
NEW YORK STOCK EXCHANGE 
PITTSBURGH STOCK EXCHANGE 
COLUMBUS STOCK EXCHANGE 














Income Insured 
FOR 


Twenty Years 


by the non-cancelable lease 
with the United States Gov- 


ernment. 


This rental is twice the divi- 
dend requirements on the six 
and one-half per cent pre- 
ferred stock of 


The Cincinnati Postal 
Terminal & Realty Co. 


which owns the property and 
building in fee. 

Yearly sinking fund to retire 
the preferred stock. 


Building contains over 150,- 
000 square feet. 


Price 103 and accrued divi- 
dend. Nets 6.32% 


Fall information upon request 


CHANNER & SAWYER 
Members Cincinnati Stock Exchange 
505 Union Trust Bldg. 


Cincinnati, Ohio 
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balance sheet as of March 31, 1923, does 
not show a very good financial condition 
in spite of larger earnings for this quar- 
ter, as bank loans still stood at over 7 mil- 
lion dollars, which is a little higher than 
at the end of the year. Phillips Pe- 
troleum cannot be expected to keep up 
earnings at the rate shown in the first 
quarter, for the big production in Cali- 
fornia has affected the price of oil in the 
Eastern markets, and, in order to avoid 
further price recessions, the large pro- 
ducing companies will have to adopt the 
policy of curtailing production. Large 
quantities of oil have to be stored and 
this uses up working capital. Sooner or 
later the oil situation may stabilize itself, 
and, as Phillips Petroleum has very prom- 
ising properties, we consider the stock to 
have long-pull possibilities. However, the 
situation is still very uncertain and may 
get worse before it gets better. We ad- 
vise, therefore, against purchasing any 
additional stock. 





WHY LABOR IS SORE 
(Continued from page 505) 











the nation are served by high wages for 
labor, it is equally true that the nation’s 
best interests can only be served if the 
farming interests receive sufficient for 
their labors to permit a decently reason- 
able standard of living. It does not re- 
quire proof that there can be no prosperity 


without its being shared with the farmers. — 


The realization of labor that it cannot 
prosper without the prosperity of the 
farming classes and the realization of the 
farmer that since most of his products 
are consumed by labor, he cannot prosper 
without labor’s receiving a high wage 
scale, has tended to throw both these im- 
portant sections of the population together. 
It is altogether likely that little by little 
they will continue to work for their mu- 
tual advantage. 

In the long run, this would be indeed the 
best thing for the country. For with a 
contented laboring class and a satisfied 
farming population, we would reach a 
situation wherein a steady amount of in- 
dustrial activity could be obtained. The 
factories, in that case, would always work 
at close to capacity, our railroad systems 
could always earn reasonable amounts and 
in general, all our industrial and farm in- 
terests would benefit. 

A certain amount of stability would be 
guaranteed investors who would thus be 
divorced from the dangerous financial re- 
sults of strikes and other industrial dis- 
turbances. Thousands of investors last 
year were deprived of their dividend be- 
cause of strikes. 

While it is difficult to agree with the 
pol‘tical pretensions of the farmer-labor 
group, it is not difficult to understand the 
conditions which have led to the growing 
strength of the radical movement in this 
country. 


It is a poor business man who is un- 
willing to face the situation as it is. By 
refusing to look the facts squarely in the 
face he is creating precisely that situation 
which would be relished by those of a 
truly radical tinge. 

This country needs leaders on both sides 
of this great question, leaders who are 
fair-minded and who are willing to work 
for the general good. It is unfortunately 
true that there are a great many false 
prophets on both sides, men whose views 
are creating a great deal of mischief. The 
chrystallizing of the farmer-labor move- 
ment into a powerful urge is therefore 
probably a good thing in that it may serve 
to bring the disputing interests into some 
fair harmony and thus avert what may 
otherwise be a tragic turning point in th: 
history of the United States. 

In the meantime, it is only wise t 
realize that the resentment and bitternes 
of the farmer-labor group has its founda 
tions deep in the soil of economic condi 
tions and that it will not do this time t 
reply to them with soft words. The radi 
cals mean business and no one knows i 
better than those who are opposed to them 

Under the influence of the conditions a 
outlined above, in conjunction with othe: 
influences such as the unfortunate Eu 
ropean situation, it is not surprising tha 
an unfavorable reaction should be seen ir 
the business world. How far these re 
actions will go is not possible to forecas 
at this time but that they seem to heral 
a fundamental change in things politica 
and economic is undoubted. That is why 
it will pay to give much attention to de 
velopments in farmer-labor circles fron 
now on. 





BEATING AMERICA IN | 
THE EXPORT GAME | 
(Continued from page 507) 








which have demonstrated their efficiency 
The Englishman is apt to prefer to work 
through an export commission house 
which maintains an elaborate organizatio: 
abroad. Since the commission house rep 
resents a number of different export 
manufacturers, however, it is apt to con- 
centrate its efforts on the lines whicl 
prove the most profitable, and to neglec' 
the others, as its connection with it 
sources of supply is not very intimate. 

German export methods, on the other 
hand, have tended toward the developmen: 
of the manufacturers’ agent system of ex 
porting, the agent representing only on 
house and making up for his lack of or 
ganization through more intensive concen 
tration of his efforts. 


Results of Amateurism 


These are differences of detail, but th: 
lack of well-thought-out policies in han 
dling export business, born of the rathe: 
dilettantish attitude toward the whol 
business which we have described above 
has proven fatal to more than one Ameri 
can firm which simply “went into the ex 
port business” without watching _ th 
methods of its fore‘gn competitors and de 
ciding on the most efficient method o! 
handling the new business on the basis o! 
record and precedent. 

There is one great advantage which the 
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\merican exporter has over his European 
ivals, and it is to be regretted that he 
es not take fuller advantage of it. This 
is the absolutely unique and unequalled or- 
inization of our consular reports and 
ieir close cooperation with the Depart- 
ent of Commerce and the business man 
ho is interested in foreign trade. For- 
gn” business men have often expressed 
ieir envy of our information-gathering 

»vernmental service, but it cannot be 
iid that the American business man is 
illy aware of its possibilities. 

Through this service the intending 
\merican exporter can get a clear and 
ymprehensive idea of the general fi- 
uncial, industrial and economic situation 
f the countries with which he expects to 
eal. He can find out which industries 
re flourishing, in which lines his competi- 
rs are firmly established, what indica- 
ons of new needs are springing up, and 
e can get specific names and addresses of 
reign firms which have specific needs of 
\merican products in which he may be in- 
rested. 

This part of our national export organi- 
ition is unfortunately far ahead of our 
ther activities in this direction. 

A short-term and an investment 
imancial market, a group of trained 
ind “routinized” foreign trade experts, 
schools for the training of exporters, a 
vider knowledge of foreign languages 
ind business customs, all these and 
nore are among the needs of Ameri- 
an business if it wants to build up an 
export trade that can be compared 
with those of European countries. 

In the past of America, however, new 
eeds as they came up have created the 
means of their own fulfillment. Up till 
ately, America has not needed a well- 
eveloped export trade as have the older 
ountries of Europe. Its industrial ma- 
hinery was, relatively, not so extensive, 
nd it had a huge and growing domestic 
market to take care of. By now it has 
ilved many of the problems of domestic 
roduction and distribution, and is com- 
elled to find an outlet for the products 
f its vastly increased productive equip- 
rent. 

Judging what will be by what has been, 
ve can say that when we need export or- 
anization, an international financial mar- 
cet, foreign trade schools and the like 
adly enough, we shall have them; and 
he fact that we shall have them will be 
he proof that the time and the need for 
hem have arrived. 











First Mortgage Bonds 
Strongly Secured 


Three offerings, each of a different type, that we 


recommend for profitable investment: 
Public Utility Bond to yield 
Industrial Bond to yield 


Fee and Leasehold Office Build- 
ing Bond to yield 


Circulars on request 


GrevEenson Bros. & Perry 


INVESTMENT SECURITIES 
105 South La Salle Street, Chicago 


Telephone Randolph 5520 

















WHAT DO THE TRACTION 
BONDS OFFER? 
(Continued from page 509) 








nakes the future of the road somewhat 
incertain, and there is little doubt but 
hat the Long Island would “jump at the 
hance” to purchase the property at a 
igure largely in excess of the amount of 
he mortgage. 

It is true, that shortly after the appoint- 
ment of the Receiver for the B. R. T. 
lines in 1919 the Atlantic Avenue First 5s 
defaulted in interest. However, as soon 
as a Protective Committee could be or- 
ganized and deposit of sufficient bonds ob- 
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Specialists in 
U. S. Government Bonds 
New York City Bonds 
New York State Bonds 
U. S. Treasury Notes 
U. S. Treasury Certificates 
Federal Land Bank Bonds 
Joint Stock Land Bank Bonds 


CHAS. E. QUINCEY & CO. 


Members New York Stock Exchange 


14 Wall St. New York 























MARKET 
LETTERS 


We prepare from time to 
time Market Letters sup- 
plemented by 


Investment 
Opportunities 


in Preferred and Common 
Stocks, with analysis of 


companies 


Copy sent on request 


joseph Walker & Sons 


61 Broadway 


Founded 1855 
Members New York Stock Exchange 
New York 


Telephone Bowling Green 7040 
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J.K.Rice,Jr.&Co. 





“MCCALL 
STREETL”’ 


N the past few years of 


aggressive development 
McCall Corporation, which 
has popularized this visualized 
avenue, has made a most re- 
markable record. 


Because the stocks of most 
publishing concerns are close- 
ly held, few investors realize 
that they can share in the 
prosperity of this progressive 
concern. 

We deal in the stock of this 
company, and will be pleased 
to send our comprehensive 
analysis on request. e 


Write for Circular M-371 





36 Wall Street New York | 














tained to bring action, the matter was 
taken before the Court with the result 
that the Receiver was ordered to pay reg- 
ular interest and all arrears. This fact 
is looked upon by some individuals, who 
are evidently not entirely acquainted with 
the situation, as derogatory to the bonds, 
but in reality it should be regarded 
as a tangible demonstration of the 
strength of the mortgage. Earnings of 
the Nassau Electric Railroad Company, 
available for interest, for the 10 months 
to April 30, 1923, were $1,150,508 against 
which the first and prior charge is the 
interest on the Atlantic Avenue First 5s 
of 1931 amounting to $93,375 for the pe- 
riod. 


Middle-Grade Bonds 


Among the middle-grade issues some 
excellent bargains may be found. The 
subsidiary obligations of the Third Ave- 
nue System stand out as being excep- 
tionally attractive, carrying, as they do, 
the virtual guarantee of the Parent Com- 
pany and being protected in each case by 
large equities and earning power. The 
Third Avenue System was reviewed in 
the May 26th, 1923, issue of THe Maca- 
ZINE OF WALL Street and the position of 
these subsidiary bonds analyzed at some 
length. 

The Broadway & Seventh Avenue First 
Consolidated 5s of 1943 are worthy of 
more than casual mention. This company 
holds franchises on the surface line run- 
ning up Broadway and Seventh Avenue 
(Manhattan) to Central Park. It is con- 
trolled by lease by the New York Rail- 
ways Company and its line constitutes the 
backbone of that System. The bonds are 
outstanding in amount of $8,150,000, and, 
subject to a mortgage of $1,500,000, held 
by the New York Railways, they are a 
first lien on two very valuable parcels of 
real estate. This real estate consists of 
the entire square block bounded by 50th 
and 5lst Streets and Sixth and Seventh 
Avenues and an eight story office build- 
ing on the corner of Broadway and Hous- 
ton Street extending through to Mercer 
Street. 

Negotiations for the sale of the 
Street property are now under way. An- 
nouncements have been made that the 
prospective purchaser is George L. 
(“Tex”) Rickard, who plans to erect a 
huge “Sport Arena” on the site; the pur- 
chase price, it is said, will be either 5% 
or 6 million dollars, depending on whether 
the company sells the entire block or re- 
tains a small portion. The building on 
Broadway and Houston Street has an 
assessed value of $1,700,000, and could, no 
doubt, readily be disposed of at that fig- 
ure. From the above, it is a simple mat- 
ter to figure that the real-estate equities 
behind these bonds (after allowing for 
the $1,500,000 First Mortgage and $500,- 
000 for other miscellaneous items) amount 
to about 70 cents on the dollar of out- 
standing bonds. The remaining equity 
would consist of the road, franchises and 
equipment. The traffic carried is practi- 
cally all “short haul” and of a heavy den- 
sity, making the line one of the best sur- 
face car routes in New York City. 

The Bonds have never defaulted during 
their life of over 29 years. At present 


50th 


prices of 61 to 62, they return a yield to 
maturity of about 9%. 


Speculative Issues 


The new 6% bonds of the reorganized 
B. R. T. system, selling on the Exchange 
on a “when issued” basis and known as the 
“Rapid Transit Security 6s,” are worthy 
of special attention. When trading was 
first established in these bonds “over the 
counter” they sold as high as 82—they 
have since declined to a low of 65% and 
are now quoted in the neighborhood of 67 

These bonds have been adversely affeci 
ed by the accident which occurerd on one 
of the Brooklyn elevated lines during the 
last of June. In all, eight persons wer 
killed and probably thirty or forty injured 
in varying degrees. Regretable as th 
accident is, the damage claims resulting 
will not embarrass the company, and 
has been estimated that its total cost i 
dollars and cents will amount to some- 
thing less than $500,000 at the outside, and 
possibly may run to only two or three 
hundred thousand dollars. When it is 
realized that upwards of 26 millions of 
new money will have been paid in to the 
new company, through stock assessments, 
before the end of July the possible dan 
age figure becomes much less significan 


The new 6% bonds are to be issued, par- 
tially through subscription by old stock 
holders and partially to refund old obl 
gations. Their total outstanding amount 
will be about 93 million dollars. They are 
to be issued under a Trust Indenture un- 
der which there shall be pledged Refund- 
ing Mortgage 5% Bonds of the Rapid 
Transit operating company at the rate o 
$6,000 of such 5% bonds pledged for each 
$5,000 principal amount of 6% _ bonds 
issued. There shall also be pledged under 
the Trust Indenture all the other obliga 


tions and stocks acquired by the new com 


pany in the reorganization, and represent 
ing its investment in the rapid transit 
lines and power-plant properties. 

There will be $46,512,000 bonds of sul 
sidiary companies, ranking Senior to the 
new 6s, and they will be followed by about 
24,000,000 new 6% Preferred and 766, 
530 shares of new Common stock. Earn 
ings for the 11 months to May 31, 1923 
available for interest charges, amounted 
to $11,273,320, or at the annual rate oi 
about $12,298,000 
deducting interest on subsidia- 

ry bonds 2,117,571 
$10,180,430 


new 


leaving 
available 

6s of 
or nearly twice such requirements. 

At their present price of about 6 
the new 6% bonds are selling to yield 
over 9%. The earning power of the 
company shows a wide margin over 
interest requirements, and, when it is 
definitely realized that interest on the 
new Bonds is thoroughly secure, they 
should enjoy an advance in price of 
large proportions. 


I. R. T. 6s 


The Interborough Rapid Transit Com- 
pany 6% Notes of 1932 are probably the 
best speculation in traction bonds today, 
as they hold out promise of very large 
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for interest on 





returns to the courageous purchaser. 
Their present price is about 54 and the 
yield to maturity over 15%. These Notes 
are not secured by specific mortgage, but 
they are the direct obligation of the Inter- 
borough, and, if they were allowed to de- 
fault, the result would be Receivership 
for I. R. T. They are outstanding only 
in amount of $10,500,000, requiring only 
$630,000 annually to meet interest charges. 
This interest is a privr charge against 
earnings of the System to the. dividends 
on the $60,000,000 Manhattan Railway 
Stock. 

The decline in the 6% Notes has prob- 
ably been due to the unsettlement created 
by the demands of the employees for an 
increased wage. At this writing it appears 
fairly certain that the men will accept 
the company’s offer of a 5% increase. 
This increase will cost the company ap- 
proximately $1,000,000 annually, but it is 
expected that it will be more than offset 
by reductions and savings in other items 
of operating expenses as well as by added 
revenues through increased traffic. A 
purchase of these Notes at present 
levels should return a very handsome 
profit over coming months. 


Bonds in Default 


Many of these issues are secured by di- 
rect liens against important and valuable 
real estate having a marketable value in 
excess of the prevailing selling price of 
the bonds. In purchasing bonds of this 
character a close and intimate study of 
the equities must be made in order to de- 
termine whether or not they have a liqui- 
dating value of more than the selling 
price of the bonds. Where this can be 
definitely determined as being so, the bond 
may be purchased with a feeling of con- 
fidence that at some future time a profit 
will be obtainable. To purchase bonds in 
default requires good judgment and much 
patience, but occasionally the reward is 
very great. Some of the B. R. T. issues, 
for example, which have been in default 
and are being reinstated under the Reor- 
ganization have returned a profit of two 
or three hundred per cent to purchasers 
within the past two or three years. Other 
opportunities exist today which may be 
uncovered by the shrewd investor. 





NEWCOMERS ON THE 
NEW YORK STOCK 
EXCHANGE 
(Continued from page 528) 











share, and this was after charging off the 
cost of drilling, etc., directly to earnings 
and not to capital investment. The big 
materially changed the outlook for pro- 
production in California, however, has 
ducing companies such as Simms Petro- 
leum, and, as expert opinion is to the 
effect that this large production in Cali- 
fornia is likely to last for some time, a 











A Thrifty Cross-Section 











“The People’s 
Messenger”’ 





195 Broadway 





EVIEW the occupations of the holders 
of the American Telephone & Tele- 
graph Co. securities and you see a 
striking cross-section of America’s 
thrifty workers. 

You will find almost every industry 
represented. Bankers, of course—for 
these securities are favorite holdings 
of the men who so often are sought 
for investment counsel. Also ar- 
chitects and merchants, blacksmiths 
and butchers, clerks and farmers, 
salesmen and lawyers, doctors and 
housewives—these and thrifty folk 
in a hundred other classifications 
hold A. T. and T. securities. It is a 
true test of their appeal as the 
great American investment for prudent 
Americans. 

This very wide-spread holding of the 

securities (there are over 250,000 
stockholders, with an average of 
twenty-six shares each) is an assur- 
ance of the stability of the invest- 
ment as well as an indication of its 
quality. 
A. T. and T. pays 9% dividends on the stock 
outstanding. Today the stock can be bought in 
the open market to yield approximately 7%. 
Full information sent on request. 


ELL TELEPHONE 
SECURITIES CO. he 


D.F. Houston, President 


NEW YORK 


























Stocks 
Cotton 


Sugar Oil 


Coffee 


Dende 
Grain 





Orders executed for Cash or Conservative Margin 


PRIVATE WIRES THROUGHOUT THE SOUTH 


period of low prices for oil is expected. 
At present levels of around 8, the stock 
is not without speculative possibilities 
for the long pull, but under present 
unsettled conditions in the oil industry, 
its purchase is not advised at this time. 
This company was more fully reviewed 
in the July 7th issue of The Magazine 
of Wall Street. 
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FENNER & BEANE 


New York Coffee & Sugar Exchange 


New York Stock Exchange Louisiana Sugar & Rice Exchange 


New York Cotton Exchange 
New Orleans Cotton Exchange 
Chicago Board of Trade 

New York Produce Exchange 


NEW YORK: 27 William St. 


Associate Members of 
Liverpool Cotton Exchange 


NEW ORLEANS: 818 Gravier St. | 
































LISMAN’S 
REVIEW 


of 


America’s Foreign Investments 


and the 


Railroad Bond Market 


Information contained 
therein regarding: 


Economic and political conditions 
as affecting the bond market. 


Developments in the market for 
foreign investment bonds. 


Valuable to banks, dealers and 


investors. 


Sent every month upon request, 
without obligation. 


F. J. LISMAN & CO. 


20 Exchange Place, New York City 


Established 1890 
Members New York Stock Exchange 


























3:d Ave. System 


Union Railway 


of New York 


Ist 5s, Due 1942 


Union Railway operates prac- 
tically the entire surface car 
lines of the Bronx — New 
York’s most rapidly growing 
Borough. 


Bonds are secured by closed 
first mortgage on all proper- 
ties, which were valued by 
Transit Commission at over 


300% of the issue. 


interest has been paid regu- 
larly and without interruption 
for 31 years and is being 
earned nearly 7 times over at 
the present time. 


Price 74 and Interest 
To Yield 7.60% \ 


Description M.W. on Request 


W™ Carnesic Ewen 


Investment Securities 
2 Wall Street New York 
Telephone Rector 3273-4 

















Current Bond Offerings 
An Apathetic Market 


ITH the exception of the $40,000,- 

000 offering of the Youngstown 

Sheet & Tube Company, there was 
very little of interest in the past two 
weeks’ new bond offerings. As a matter 
of fact, had this large single issue not 
been included at this time, the total vol- 
ume of new offerings would have sunk 
to very low levels for this period. Un- 
questionably, accounting for this shrinkage 
is the uncertainty manifested in invest- 
ment circles regarding the possibility of 
successfully floating new issues at this 
time, in view of the backwardness of the 
general securities markets. Reflecting the 
general attitude toward investments may 
be cited information which seems to come 
from excellent sources to the effect that 
the Youngstown offering was hardly suc- 
cessful from the investment banking view- 
point. 

It has been evident since the end: of 
June that the usual mid-year investment 
demand would be missing, this in spite of 
the huge aggregate of interest and divi- 








NEW BOND OFFERINGS 


STATE AND MUNICIPAL 
Yield Off'd 

Amount (%) 
Trenton, 4.20-4.30 
St. Louis, Mo 4.25 
State of Alabama... 3,000,000 4.40 


PUBLIC UTILITY 
Jersey Central Power 
& Light Corp... .$1,250,000 
Savannah Elec. & 


INDUSTRIAL 
Youngstown Sheet & 
Tube Co........$40,000,000 


LAND BANK 
Oregon-Washington Jt. 
Stk. Land Bank... $500,000 4.65-5.00 
North Carolina Jt 
Stk. Land Bank of 




















dend payments falling due July 1 or there- 
abouts. For this lack of interest in se- 
curities must be cited the apathetic inter- 
est of investors in-securities arising from 
the severe decline of stocks during May 
and June. 


The Money Situation 


So far as the money situation is con- 
cerned, it is evident that little stringency 
can be expected during the near future. 
Funds in demand for crop-moving pur- 
poses, of course, will result in reducing 
the available supply of loanable funds, but 
this is still some time off, and, even in 
the case of its materialization, is not likely 
to exert any important influence on the 
money-rate situation. 

For the present, it is doubtful that much 
of a stimulus can be created toward re- 
viving the interest of investors in securi- 


ties until the general business outlook be- 
comes clearer and the stock market indi- 
cates that it is ready for another upward 
movement. 





WHAT DOES THE “LIMITED 
PAYMENT” LIFE POLICY 
OFFER INVESTORS ? 
(Continued from page 533) 











against a policy should only be made as 
a last resource. 


There are times, however, when the loan 
value under a life insurance policy is a 
“very present help in time of trouble.” 
For example, it might happen that, 
through some misadventure, a man would 
find himself unable to meet his premium 
In such case, his policy might thereupor 
lapse were it not that he could take ad- 
vantage of the privilege to secure a policy 
loan. This loan would tide him over the 
period of financial stress. 

Owing to the fact that the premiums 
are higher under the Limited Payment 
Life policies than on the Ordinary Life 
plan, there is a much more rapid 
growth in the cash, loan, and surrender 
values under this form. The thrifty 
man, therefore, who has denied himseli 
in order to confine his premium obliga- 
tions to a stipulated period of years— 
instead of paying them for an indefinite 
time extending into the future—has the 
advantage of seeing a more rapid 
growth of the surrender values under 
his policy. 

— For instance: At the younger ages the 
company will in many cases guarantee to 
pay back in cash, after the premium pay- 
ing period, more than the insured has paid 
for premiums. For a 20-Payment Life 
policy at age 25 the non-participating 
premium is commonly $22.53 per $1,000 
The total possible premiums in 20 years 
are therefore $450.60 (less if the insured 
should die earlier); while the guaranteed 
cash value at the end of 20 years is no 
less than $456. 

When the probable dividends on partici- 
pating policies are taken into account, the 
results are likely to prove equally good 
Dividend schedules for 1923 are on a 
favorable scale and the figures show uf 
well for the first class companies. For 
example; if the premium at age 30 wer« 
$34.75, the maximum payments in 20 years 
would be $695, while the cash value then 
guaranteed would be $555. The dividends 
in the 20 years are likely to largely ex- 
ceed the difference, for on the 1923 scale 
they range from about $5.80 in the second 
year to $14.60 per $1,000 at the end of the 
20th year, or a total of perhaps as much 
as $195. 

Generally speaking, then it may be 
said that at the younger ages the com- 
pany grants the benefit of the in- 
surance protection, pays all expenses, 
and renders all the service which goes 
with an insurance policy, for less than 
the interest they earn on the premium 
payments. 
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GERMANY’S MANIACAL 
RACE TOWARD ECO- 
NOMIC BEDLAM! 
(Continued from page 499) 








as hoped that by procrastination 
nd subterfuge the nations that have 
‘ss substantial interest in the pay- 
ent of reparations would finally 
ne up with her against France to 
ut an end to a situation that har- 
sses the world. 

“Now, I predict that in the end 
he other allies will have to sup- 
ort France and Belgium. France 
vill not let go, any more than 
etain let go at Verdun. Instead, 
he will grip harder and harder 
nd more and more, until Ger- 
nany realizes that she must pay 
ind pay now. It would have been 
etter, I think, if England had stood 
1y France positively instead of neg- 
tively throughout. The fact is that 
tngland, as a trading nation, living 
y trade, has a great interest in see- 
ng the commerce of Germany stabil- 
zed—and she is willing to forego 
eparations if trade can be restored. 
But in the end she will find that 
there is no way to stabilize Ger- 
nany until the latter is prepared to 
meet the inexorable French on 
some sort of a reasonable basis. 
“Germany can pay—perhaps not the 
132,000,000,000 gold marks of the 
ast revision—but certainly twice as 
nuch as she now offers. When this 
ost-bellum Germany of the pluto- 
‘rats begins to develop a compre- 
hension of the inevitable end and 
decides to pay, France will be rea- 
sonable—but not foolish. Germany 
is busy—booming—making wealth 
for her dynasts—and yet hopes to 
delude the world with talk of her 
misery. The misery of Germany is 
the misery of those of her classes 
that she herself has ruined by the 
monstrous inflation policy. They are 
paying, paying in agony, but the 
masters are not paying. I think 
France will see that they do pay. 

“However, they seem to have a 
certain amount of fatuousness born 
of confidence in their plan, that may 
yet hurl them and Germany into 
the pit. The French occupation will 
progressively widen and tighten un- 
til there will come a day when it 
will be a question of settle and dis- 
gorge, face slow industrial decadence 
or blow up in destructive revolution. 
But whatever the issue, I believe 
that the fates, -administered by 
France, will see to it that in the end 
justice shall be done, even if Ger- 
many shall have to go through an- 
other agony to secure conviction of 
error and an inspiration to righteous- 
ness, 
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KIDDER, PEABODY & Co. 


Established 1865 


0Ad CAREFUL analysis of security hold- 
ings constitutes a worthwhile safeguard for 
the investor. 


Changes are often advisable either from the 
standpoint of yield or of safety. 


We shall be glad to answer inquiries. 


115 DEVONSHIRE ST. 
45 EAST 42D ST. 216 BERKELEY ST. 
NEW YORK BOSTON 


10 WEYBOSSET STREET, PROVIDENCE 


17 WALL ST. 




















General Electric 


and 


Westinghouse 


We have prepared a comparative analysis of 
these two leading factors in the electrical 
industry, which we shall be pleased to supply 
on request for 


Circular MW-33 





NEWBURGER, HENDERSON & LOEB 


Members of New York and Philadelphia Stock Exchanges 


100 Broadway, New York - Telephone Rector 7060 


202 Fifth Ave. at 25th Se. 511 Fifth Ave. at 43rd Sr. 1531 Broadway at 45th Sr. 


PHILADELPHIA: 1512 Walnut Street 























Bonds of strong power 
and light properties 
combine good security 
and liberal yield. 


CAROLINA 
POWER & LIGHT CO. 


First & Ref. 6s, due 1953 


at 971, to yield 6.15% 


Interest charges are earned 
more than two and one- 
half times. The Company 
is under Electric Bond and 
Share management. 


Moody’s rating “Aa’”’ 


Circular on request 


L.F ROTHSCHILD & CO, 


MEMBERS NY. STOCK EXCHANGE 
120 Broadway New York 

















Do you want a monthly 
income? 


Dividends on 


Cities ServiceCo. 
6% Cumulative Preferred Stock 
are payable monthly 
50c a share 


About $140 will purchase 
2 shares 
which will pay you 
a dollar each month 
in dividends 


Cities Service Company owns 
and operates over 100 subsidiary 
companies in 31 different states. 
In the year ended April. 30, 
1923, net earnings of Cities Ser- 
vice Company amounted to over 
$15,500,000. Preferred stock 
dividends were earned 2.63 times 
in this period. 


This stock may be purchased on 
a monthly payment plan. 


Send for Circular P-18 
CITIES SERVICE COMPANY 


NEW YORK 
PRINCIPAL CITIES 




















UNLISTED UTILITY BOND INDEX 
POWER COMPANIES 


Invest- 
ment Asked 
Grade Price 

Adirondack Power & Light Ist & Ref. 5s, 1950........ eceeseesee B.. 

Adirondack Electric Power Ist 5s, 1962 * 

Alabama Power Co. Ist 5s, 1946 

Appalachian Power Co. Ist 5s, 

Appalachian Power Co. 7s, 1986 (Non-Ca'lable) 

Ashville Power & Light 5s, 1942 

Carolina Power & Light Ist 5s, 1988 

Central Maine Power Ist & Gen. Mtge. 7s, Ser. A, 1941 

Colorado Power Co. Ist 5s, 1953 

Consumers Power Co. (Mich.) Ist 5s, 1936 

Electrical Development of Ontario 5s, 1933 

Great Northern Power Co. Ist 5s, 1935 

Great Western Power Co. 5s. 1946 

Hydraulic Power Ist & Imp. 5s, 1951 

Indiana Power Co. 7%s, 1941 

Idaho Power Co. 5s, 1947 

Laurentide Power Co. Ist 5s, 1946 

Madison River Power Co. Ist 5s, 1935 

Mississippi River Power Ist 5s, 1951 

Nebraska Power Corp. Ist 6s, 1949 

Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 

Penn.-Ohio Power & Light 8% Notes, 1930 

Puget Sound Power Co. Ist 5s, 1933 

Salmon River Power Ist 5s, 1952......... $606044080-00046668000000 B 

Shawinigan Water & Power Ist 5s, 1934. .........00cceeeeeeeeeees A 

Southern Sierra Power Co. Ist 6s, 1936 

Wisconsin Edison Co. 6s, 1924 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Ist 5s, 1960 

Burlington Gas & Light Ist 5s, 1955 

Buffalo General Electric Ist 5s, 1939 

Cleveland Elec. Ill. Co. 5s, 1939 

Cons. Cities Light, Power & Traction Ist 5s, 1962 

Dallas Power & Light 6s, 1949 

Denver Gas & Electric Ist 5s, 1949 

Evansville Gas & Electric Ist 5s, 1932 ' 
Houston Light & Power Ist 5s, 1981..........eceeeeceecccceence xcs 
Indianapolis Gas Co. Ist 5s, 1952 ‘ 
Nevada-California Electric Ist 6s, 1946 

Oklahoma Gas & Electric Ist & Ref. 7%s, 

Oklahoma Gas & Electric Ist Mtge. 5s, 1929 

Portland Gas & Coke Ist 5s, 1940 

Rochester Gas & Electric 7s, Series B, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939 

Syracuse Gas Co. Ist 5s, 1946 

Tri-City Railway & Light 5s, 1930 

Twin State Gas & Electric Ref. 5s, 1953 

United Light & Railway 5s, 1932 


TRACTION COMPANIES 


Columbus Street Railway Ist 5s, 1932. .............22 cee eeeeuee . 
Detroit United Railway Ist Coll. 8s, 1941 

Galveston-Houston Electric Railway Ist 5s, 1954 

Kentucky Traction & Terminal 6s, 1951...............0c0eeeees : 
Knoxville Railway & Light 5s, 1946 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Memphis Street Railway 5s, 1945. .........-ceeeeeeeececccseces : 
Northern Ohio Traction & Light 6s, 1926 . 

Nashville Rai!way & Light 5s, 1953 

Schenectady Railway Co. Ist 5s, 1946. ............ceeeeeeceeees . 
Topeka Railway & Light Ref. 6s, 1958. ............cceseceeees 


HOLDING COMPANIES 


American Lt. & Trac. 6s, 1925 (Without Warrants) : 101% 
American Gas & Electric 6s, 2014 : 93 
American Power & Light 6s, Series A, 2016 92 
Federal Light'-& Traction Ist 5s, 1942 . 83 
General Gas & Electric s. f. 7s, 1952 100 
General Gas & Electric Ist 5s, 1925 ' 99 
Middle West Utilities 8s, 1940..... $0$6000000006 000060 08 CCR CCESS ; 105 
Standard Gas & Electric 72s, 1941 103% 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell. Tel. Co. of Canada Ist 5s, 1925 : 98% 
Chesapeake & Potomac Tel. Co. (Va.) Ist 5s, 1943 , 95% 
Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 al 95 
Western Tel. & Tel. Collateral Trust 5s, 1932 
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BANK DISCOUNT RATE 
CLOSELY WATCHED IN 
BOND MARKET 


Advancement of Rate by Bank of Eng- 
land Not Likely to Be Followed 
by Federal Reserve 


for securities at this writing has 

yet failed to develop to any great 
extent, and it is doubtful on present indi- 
cations if it will be up to the usual propor- 
tions in the opinion of experienced watch- 
ers of the trend of the bond market. The 
poor success which several large issues 
have met recently, for the time being is 
discouraging new offerings, and, for the 
next few weeks at least, the amount of 
new securities is not expected to be of 
any great proportions. 


Tie usual July investment demand 


Effect on Federal Reserve Rate 


The most important event likely to 
affect the trend of the bond market has 
been the advancement by the Bank of 
England of the discount rate from 3% 
to 4%. Just what connection this will 
have directly on prices of American 
bonds, it is hard to see, unless an advance- 
ment of the rate by the Federal Reserve 
banks should also be forthcoming. Ad- 
vancement of the English rate is attrib- 
uted to desire to discourage American and 
French interests from borrowing funds 
under the cheap London rate as it is be- 
lieved that foreigners had been borrow- 
ing extensively. It might have some small 
effect in increasing slightly the demand 
for money in this country if bankers are 
discouraged from going to England, but 
at the most it does not seem like an im- 
portant factor. 

Treasury officials at Washington shortly 
after the advancement of the English rate 
stated that there did not seem to be any 
need for similar action in this country. 
It does not seem likely that any such 
action will be taken in this country in the 
immediate future. An advance of the 
Federal Reserve discount rate would logi- 
cally be the forerunner of lower bond 
prices. This is not now indicated, and 
best opinion is that we will probably have 
a dull bond market for the balance of the 
summer. 


New Financing Held Up 


Many of the public utilities have been 
holding up necessary financing awaiting 
an improvement, and it is quite likely now 
that many will come into the market 
rather than await chance of better condi- 
tions later on. It is quite possible that 
within the next few weeks whatever new 
offerings are made will be at concessions 
affording the investor a slight increase in 
the yield over recent offerings. 

Unlisted public utility bonds during the 
past two weeks have remained steady. 
While there are no great supplies of the 
eld-line bonds on the market, the pros- 
pective bond buyer should be able to bide 
his time and take his pick with the al- 
most certain assurance that for the time 
being he is.in no danger of having to pay 
higher prices. 
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Our Circular on 


Maxwell 


Motor Corporation 


Sent on Request 





NOYES & JACKSON 


MEMBERS 





New York Stock Exchange Chicago Board of Trade 
New York Produce Exchange Chicago Stock Exchange 


42 Broadway 208 So. La Salle St. 
NEW YORK CHICAGO 

















Your Business 
Financially Sound P 


HE proper financing of a business is essen- 

tial for the success of that business. It 

is also essential to have available a con- 
stant source of adequate working capital. 

It makes no difference how large or how 
small your business is—if it is financially sound 
through proper financing you need have no fear 
for your credit position. 

Our organization can be of special service to 
the business man and corporation and we are in 
a position to render an up-to-date and efficient 
service in the matter of temporary or permanent 
financing. ? 

We will be pleased to have you consult us re- 
garding financial affairs without obligation to 
yourself. 


Metropolitan Finance 
CORPORATION 


9 East 40th Street $3 33 New York 









































Brazil 


Tus country of enor- 
mous natural resources, 
and its securities are de- 
scribed in our latest cir- 
cular which will be sent 
on request. 


TOBEY & KIRK 


Members New York Stock 
Exchange 


Founded 1873 


25 Broad St., New York 
208 So. La Salle St., Chicago 











Our Market Letter 


Contains— 


1. Comprehensive dis- 
cussions of the fun- 
damental conditions 
affecting security 
prices. 


2. Analysis of particu- 
lar securities. 


3. Investment sugges- 
tions. 


Published every two weeks, it 
constitutes a valuable service 
to the stock and bond buyer. 


Current issue on request 


SHONNARD & CO. 


Members of N. Y. Stock Exchange 


120 Broadway, New York 


Uptown Office: 
Harriss Colonnade Bldg., 225 W. 57th St. 
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| Over-the-Counter 


IMPORTANT ISSUES 


cm 


American Arch (8P) 
American Book Co. (6) 
American Cyanamid (4) 


American Type Founders (6). 73 — 76 

Pfd. (7) 98 —101 
American Thread pfd 344% 
Atlas Portland Cement (4).. 68 — 72 
Babcock & Wilcox (7) —103 
Borden Co. (8) —116 
—103 
— 37 
—107 
— 92 
—137 
—109 
—101 
—220 
— 53 


Bucyrus Co. 
Pfd. (7) 
Celluloid Co. (6) 
Childs Co. (8) 
Pfd. (7) 
Congoleum Co., Ist pfd. (7P) 
Congoleum com. (8) 
Crocker Wheeler (2) 


Curtiss Aero & M 

Pfd. 
Jos. Dixon Crucible (8) 
Gillette Safety Razor (12P).+240 
Ingersoll Rand (8).......... 125 
McCall Corp’n 


Quotations as of Recent Date* 


New Jersey Zinc (8P) 
Niles-Bement-Pond 
Pfd. (6) 
Phelps-Dodge Corp’n (4) 
Poole Engineering (Maryland) : 
Class A w. i 
Class B w. i 
Royal Baking Powder (8)...122 
Pfd. (6) 98 
Safety Car H. & L. (6) 
Savannah Sugar 
Pfd. (7) 
Singer Mfg. Co. (7) 
Superheater Co. ($8P) 
Thompson-Starrett (4) 
Victor Talking Mach. (8)... 
Ward Baking Co. (8) 
White Rock 
Se Si cacusencaanins 59 
Ist Pfd. (7) — 8&8 
Yale & Towne (4) — 64 
* Dividend rates in dollars per share 
designated in parentheses. 
t Listed on N. Y. Curb Exchange. 
P—Plus Extras. 
x—Ex-Dividend. 


— 83 
— 4 
— & 
—116 
—115x 
— 65 
—160 
—115 
— 53 
— 63 





Prices Become Firmer 


ITH indications, however slight, 
pointing toward a slowing down in 
the liquidation which has hampered 
values in other markets in recent weeks, 
securities in the Over-the-Counter list be- 
came perceptibly firmer during the fort- 
night just ended. The improvement ex- 
erted a considerable effect upon sentiment 
and at this writing it is apparent that any 
encouragement from the general financial 
situation would tend toward the develop- 
ment of a real optimism among Over-the- 
Counter dealers and investors. 
Over-the-Counter enthusiasts, it may be 
said, have much to hope for in the event 
of any substantial strengthening of the 
basic investment trend. Instances are 
multiplying of securities which, due to the 
recent aloofness of buyers, have failed to 
reflect some significant changes for the 


better in the affairs of the issuing com- 
panies, and it is not unreasonable belief 
that these changes would exert a weighty 
Anfluence upon prices once the brakes 
were taken off financial markets as a 
whole. ° 

The more hopeful view, it is desirable 
to emphasize, does not spring from any 
theory that Over-the-Counter issues can 
enjoy a material advance without due en- 
couragement from other markets. These 
issues have displayed, in many cases, very 
impressive resistance to recent liquidation, 
but it would be obviously illogical to ex- 
pect them to act independently of the 
underlying trend. The point is, solely, 
that individual cases of under-discounting 
appear to exist, and as such should exert 
their influence upon prices under justify- 
ing conditions. 





Superheater Company 


MONG the issues which acted well, 

judged from a price-standpoint, was 

the common stock of the Super- 
heater Co. During all the period of reac- 
tion elsewhere, this stock gave only a few 
points from the high level recently estab- 
lished, and at current prices is slightly 
above its level of two weeks ago. 

Those who have followed the frequent 
references made to the position of the 
Superheater Co. in these columns in recent 
issues, where the likelihood of a dividend 
increase was particularly stressed, will 
have noted with interest the recent decla- 
ration of a $2-dividend, payable July 16 


to stock of record July 5th. This declara- 
tion compares with the previous quarterly 
dividend of $1.50, and has the effect of 
raising the annual rate from $6 to $8 per 
share, and the income-return from the 
stock at $112 from about 5.35% to well 
over 7%. 

It may be stated on the good authority 
to which this Department has been care- 
ful to confine its reports that the earn- 
ings of the Superheater Co. would be suf- 
ficient to warrant a considerably higher 
dividend rate. Indications are, indeed, 
that a higher rate, or additional payments 
in the form of extras, might very prob- 
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ably follow ‘any substantial strengthening 
of the general industrial situation and 
outlook. In any event, the new $8 rate 
appears secure, and the income-yield of 


better than 7% to be had at current prices 
compares favorably with that offered by 
securities of other companies no more 
strongly intrenched. 





Congoleum Company 


NDIVIDUAL price-changes of inter- 
est during the fornight included a new 
upswing in the common shares of 
the Congoleum Company, where sales 
occurred at as high as 221. From 
sources whose advices regarding this 
security have been accurate in the 
past it is learned that the bulk of 
the recent selling in Congoleum came 


from a quarter which has now been liqui- 
dated, in which case the issue’s market 
position can be said to have been corre- 
spondingly strengthened. So far as the 
corporation’s earnings are concerned, it 
can be said that shareholders are likely to 
be highly pleased with the results for the 
half-year for which better results are ex- 
pected than for any previous six months. 





Bucyrus Company 


NVESTORS who have kept watch of 

the securities listed in the quotation- 

table appearing at the head of this 
article will mote several additions in 
the current list. Among these is the com- 
mon stock of the Bucyrus Company. The 
reason for adding this particular issue to 
the list at this time springs from the rap- 
idly improving position of the common in 
the affairs of the Bucyrus Co. 

Bucyrus is an old company and, in its 
field, a large one. In its present form, it 
grew out of the Bucyrus Foundry & 
Manufacturing Co., which was formed 
forty-two years ago. It supplies a large 
proportion of the country’s wrecking, ex- 
cavating, dredging, shoveling and other 
like machinery. 

The company suffered a setback in 1914 
when, due to widespread depression, con- 
ditions made it advisable to suspend pre- 
ferred dividend payments. Dividends ac- 
cumulated (the issue being cumulative) 
thereafter until 1916, when they were re- 
sumed at 1% quarterly. In 1919, the full 
rate of 7% annually was restored. 

Since 1916, the company’s earnings re- 
turns have grown rapidly. Analysis shows 
that, on the preferred and common issues, 
the following amounts have been returned 
during the period: 

Preferred Common 

Per Share 

$0.8 
14.35 
9.45 
17.5 
18.25 
4.1 
11.6 


Year 


At the present time, the company’s 
financial position is sound, having been 
substantially strengthened during the 
period of high earnings noted above. As 
of December 31, last, the company had 
Current Assets of more than $5,000,000 
against Current Liabilities of less than 
$1,000,000—in other words, its ratio of 
assets to liabilities is actually better than 
5 to 1. Few corporate organizations can 
boast of a much stronger financial setup. 


Common Improved 


The improving position of the common, 
referred to at the outset of this analysis, 
results not only from the highly liquid 
condition of the corporation and its ex- 
cellent earnings, but also from the fact 
that dividend arrears on the preferred are 
being discharged at the rate of 2% per 
annum at the present time and are likely 
to be completely erased before the cur- 
rent year is out. The total amount of 
arrears is small by comparison with the 
corporation’s cash position, and current 
earnings, authoritatively reported to be 
running at the rate of some $20 per share 
on the common, would seem to amply 
justify discharge of the dividend obliga- 
tion. 

While it is not the province of this De- 
partment to attempt to forecast the con- 
clusions likely to be reached by any par- 
ticular board of directors, considerable 
justification appears to exist for a favor- 
able view toward the market possibilities 
of Bucyrus common. Under any real im- 
provement in market conditions generally, 
the issue should give an excellent account 
of itself. 





White Rock Mineral Springs 


MONG the other additions to our 

quotation table will be found the 

common and first and second pre- 
ferred shares of the White Rock Mineral 
Springs Co. The reasons for adding these 
securities may be said to spring largely 
from the ‘substantial improvement which 
has set in in the company’s affairs in re- 
cent years. 

White Rock was formed in 1906 as the 
National ‘Water Co. Subsequently, all the 
capital stock of the While Rock Mineral 
Springs Co. was acquired and, in 1914, the 
present name was adopted. The present 
capitalization consists of $2,000,000 Ist 
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Preferred, $1,750,000 2nd Preferred ($1,- 
000,000 outstanding) and $4,000,000 com- 
mon. 

A competent management, including 
officials of a number of highly successful 
corporations (such as R. A. C. Smith, 
Chairman and directing head, who is also 
director of the American Surety Co. and 
President of the Connecticut Railway & 
Lighting Co.; William A. Marburg, 
formerly Vice-President of American To- 
bacco; Thomas Williams, director of the 
National Bank of Commerce in New 
York, Thompson-Starrett Co, U. S. 
Mortgage & Trust Co., etc., etc.), has 
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brought .the affairs of the White Rock Co. 
to a highly satisfactory position. The 
management has been aided, of course, by 
Prohibition. As of the year 1922 officially 
reported earnings amounted to the equiva- 
lent of about $11 per share, after deduct- 
ing the 7% list Preferred Dividends and 
allowing 5% dividends on $1,000,000 2nd 
preferred stock. 

In the first five months of the current 
year, earnings are understood to have 
been substantially higher than for the 
same period in 1922. It is believed that 
the final results for the current year will 
exceed $950,000. In this event, the 7% 
rate on the Ist preferred will be earned 
nearly 7 times. 

White Rock 2nd preferred is a partici- 
pating issue. That is, after 5% dividends 
have been paid on the 2nd preferred stock, 
the common is entitled to receive 5%; 
thereafter, both classes share equally in 
all further dividends. With this and the 
earnings return estimated above in mind, 
it is interesting to note that, after deduc- 
tion of preferred dividends, there would 
be available for the two junior issues (2nd 


preferred and common) a sum .equivalent 
to more than 16 times the requirements 
for the 5% dividend on the 2nd preferred. 
Following deduction of the 2nd _ pre- 
ferred’s rate, there would remain a balance 
of $760,000 for the common. Following 
deduction, finally, of 5% dividends on the 
common (were such an amount to be de- 
clared payable) there would remain a sum 
equivalent to over $11 per share on both 
the common and second preferred issues 
in which, as already pointed out, the 
two classes would be entitled to share 
ratably. 

In view of the company’s increasingly 
good earnings, the belief that dividends 
will be inaugurated on the common in the 
near future, is rapidly gaining currency. 
In fact, it seems likely that action along 
these lines will be taken within a matter 
of weeks, and the expectation is, in well- 
informed quarters, that the rate to be de- 
clared will be 5%. 

Under the circumstances, the 2nd pre- 
ferred and common shares of the White 
Rock Co. evidently contain unusual specu- 
lative investment possibilities. 


ip 





McCall Corporation 


added to our quotation table, and 

which seem to deserve careful inves- 
tigation on the part of enterprising inves- 
tors, are the preferred and common shares 
of the McCall Corporation. 

This company may not have been par- 
ticularly well known to the average in- 
vestor some years ago; or, if it was well 
known, it was not particularly favored. 
The organization was not pushed with 
any great vigor in earlier times, and its 
results were not encouraging. 

In recent years, however, new blood has 
been taken into the McCall organization, 
enterprising publicity methods have been 
adopted and a far more efficient manage- 
ment-policy inaugurated. As a_ result, 
what may have been a publishing organi- 
zation with a comparatively limited 
clientele, has developed into one of the 
most widely-known, and generally sup- 
ported, publishers in this country, and 
what was a business concern of doubtful 
earning power has been built up into one 
of the strongest houses in the field. 

The McCall Corporation publishes Mc- 
Call’s Magazine and manufactures Mc- 
Call’s Patterns. .The circulation of the 
Magazine, at last reckoning, was one mil- 
lion eight hundred thousand copies month- 
ly, making it one of the three most 
widely distributed publications in the 
United States. The Pattern business has 
been rapidly developed, aided by the in- 
troduction of new methods and also by 
patent protection, and during 1922 new 
pattern accounts added were greater in 
number and included more important 
dealers than ever before in the company’s 
history. 

McCall’s position today, from the share- 
holder’s point of view, is in vivid con- 
trast with its position before the new 
management took hold. It was in No- 
vember, 1919, that Wm. B. Warner joined 
the organization; the final result for that 
year was a deficit of slightly over $110,- 
000. Since then, the company’s results 


Toc other securities which have been 


have improved in amazing fashion. Net 
sales grew from 3.3 millions in 1919 to 
5.3 millions in 1920, 5.9 millions in 1921 
and 68 millions last year. Where, as 
said before, there was a final deficit of 
$110,000 in 1919, the results for 1920 
showed a profit of $120,000, those for 
1921 a profit of $566,000 and for 1922 
$959,000. 

The company’s capitalization includes 
$1,206,000 7% cumulative Ist preferred, 
$954,600 7% cumulative 2nd preferred and 
$4,210,000 common. Dividends on the Ist 
epd 2nd preferred issues are in arrears 
(as of January Ist, last) in the sum of 
344% and 17%%, respectively. 

Numerous factors may be cited which 
have encouraged the belief among fol- 
lowers of the McCall s‘tuation that back- 
dividends on the preferred issues will be 
taken care of before much longer. Among 
these may be mentioned the strong assets 
position of the company at the present 
time; the fact that, during 1922, the man- 
agement discharged some $600,000 of bank 
loans—or approximately the total sum of 
the accumulations on the preferred issues; 
also there is the corporation’s demon- 
strably large earning power, instanced by 
earn‘ngs in 1921, equivalent to about $10 
per share on the common stock (after 
preferred dividends) and to more than 
$18 per share in 1922. It may be added 
that 1922 earnings were more than six 
times the total dividend requirements on 
both classes of Preferred Stock, and ex- 
ceeded the amount of accumulated divi- 
dends by about 50%. 

While this Department would again em- 
phasize that such recommendations as it 
may make here are subject to the basic 
investment trend, as interpreted by the 
Magazine, it would seem that McCall se- 
curities, and especially the Ist Preferred, 
occupy an unusually good position. Were 
arrears on this issue to be discharged, the 
purchaser at today’s price of 120 would 
have his cost written down to $90 per 
share on an issue retirable at 115. 


THE MAGAZINE OF WALL STREET 











IMPORTANT DIVIDEND 
ANNOUNCEMENTS 








Am’t Stock Pay- | Overhead Expense | 


Ann, Rate Declared Record able 
— Alab Gt So Ist pf 1534% Accum 7-10 7-20 


16 } Don’t Worry About it— Control it 


7% Alabama Gt So pid3%% Q _ 7-13 
Alliance Realty.... 2% 
Allis-Chalmers com. $1.00 

5 Amer Can com.... $1.25 
Amer Cigar com.. 14% 

” Amer Gas & El pid 14% 

» Amer Ice com..... 134% 

% Amer Lt&T c (stk) 1% 

% Amer Lt & Tr com $1.00 

%o Amer Lt & Tr pfd. $1.50 

Am WWks&E6%pf $1.00 

Am WWks&E7%pi 14% 

Art Metal Cons.... 25c 

Assoc Drygds com 1% 

Assoc Dygds 6% pfi1%% 

Assoc Dygds 7% pi 14% 

Atlantic Ref pfd... $1.75 

Bost Cons G Co pi34%% 

Brown Shoe pfd... 144% 

Bush Terminal com $2.50 
$6 Bush Terminal pfd. $3.00 
$8 Cent R R of N J.. $2.00 
— Cent R R of N J.. $2.00 

$5 Chicago Pneu Tool $1.25 
$2.60 Columbia G & El n 6c 
$8 Cmonwealth Edison $2.00 
$6 Consolidation Coal. $1.50 
$4 Cosden & Ce...... $1.00 
$5 Cluett-Peabody com $1.50 
$4 Crucible Steel com $1.00 
129 , Lack & West. 3% 
10% Del, L & W Coal. . 2%% 
$6 Det United Rys c.. $1.50 
$8 Diamond Match... $2.00 
5% Eisenlohr & B com 1%% 
$2 Exchange Buffet... 50c 
$12 Fall River Gas..... $3.00 
$6 Gen Cigar com.... $1.50 
$7 Gen Cigar Deb pfd $1.75 
$1 Gen Development .. 25c 
7% Gen Mot 6% deb... 14% 
6% Gen Motors deb pi1%% 
6% Gen Motors: deb... 1%% 
7% Gimbel Bros pfd... 134% 
7% Hercules Powder pi 14% 
6% Int Paper pfd 1%% 
Jones Bros Tea com $1.00 
® Kely Spgfd T pid. 2% 
Kress S H com.... $1.00 
Liggett Int com A 6% 
Liggett Int com B.! 4% 
Lima Loco com.... $1.00 
Louis & Nash.....2%% 
MacAnd & Forbes c 2%% 
MacAnd & Forbes c 1% 
MacAnd & F pfid..14%% 
Mullins Body pfd.. $2.00 
Natl En & Stmp c. $1.50 
5 Natl Fuel Gas.... $1.25 
N Y ‘ 14% 
N Y Dock pid....2%% 
Nipissing Mines.... 3% 
Norfolk & W com. 14% 
Packard Motor com 2% 
Packard Motor com 2% 
Penn Railroad %% 
Peoples G & Coke. 14% 
Phila Rapid Transit 14% 
Pitts Coal com..... 1% 
Pitts Coal pfd.....1K%% 
3 Postum Cereal n c. Tic 
$ Postum Cereal pfd. $2.00 
Proctor & Gam com 5% 
Proctor & G (stk)..4% 
Quaker Oats com. 3% 
Quaker Oats pfid..1%% 
Salt Creek Pdcrs.. 20c 
Salt Creek Pdecrs.. 20c 
Schulte Ret Strs... $2.00 
Superior S Ist pid. 2% 
Superior S 2d pfd. 2% 
Union Bag & Paper 14% 
United C Sts com. 2% 
$6 United Drug com.. $1.50 
$8 United Fruit $2.00 

5% United Lt & Rys c14%% 

— United Lt & Rys c¥%% 
$3 Ventura Cons Oil.. Tic 

7% Vuican Detining pf14% 

7% Vulcan Detin n pfi14% 

$4 Westinghouse El c $1.00 
$4 Westinghouse El pf $1.00 
$7 Youngstown S & T $1.75 
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Two si.aple accounting functions rightly and 
constantly performed will control Overhead 
Expense. 


Preparation of the Expense Budget is the first 
step. The second is the definite fixing of responsi- 
bility for making the daily, weekly and monthly 
audits of actual expense. 


No Expense Budget will control expense; for the 
Budget, however elaborate or carefully prepared, 
is only a guiding estimate. Actual expense must 
be frequently checked with the Budget. To give 
this checking intelligence and make it effective, 
detailed and actual expense information is 
necessary. 


Totals of each expense account are not enough. 
A knowledge of the details of all items is neces- 
sary. Only thru such details may the one respon- 
sible for his department expense determine, at 
any time, what is necessary and what is not. 
Reviewed in the light of the Budget, and con- 
sidered by the one who knows as applicable to 
the running requirements of the business—such 
an up-to-date expense account will control 
expense. 

The worry of Overhead Expense is due 
wholly to a lack of delegated supervision 
supported by simple system and definite, 
right accounting method. 
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Now Available 


An Investment 
Record Book 


In this book every provisiori 
has been made to record the 
data essential both for your 
own information and for your 
income tax return. 


Security, date purchased, 
amount, maturity, cost, 
tax provision, income, 
date sold, price, profit or 
loss. 


All of the above are covered by 
this handy pamphlet prepared 
especially for the investor who 
appreciates the value of an up- 
to-date and practical method of 
keeping his investment account. 


We shall be glad to furnish a com- 
plimentary copy upon request for 
‘ook M.V. 


Floyd-Jones, Vivian & Co. 
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Guaranteed Bond 
6.90% Yield 





Ample Security directly mort- 
gaged; additionally strength- 
ened by endorsement guaran- 
teeing Principal and Interest. 


Such are the safeguards which 
make an attractive, high- 
interest bearing bond avail- 
able to investors who wish to 
obtain from their securities a 
little more than just ordina- 
rily good income. 


The bond we refer to is fully 
described in a circular which 
we will gladly send you on 


request. 


Ask for Circular M-57 
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company has plants with an annual capac- 
ity of 40 million feet of lumber and 35,000 
tons of newsprint paper. Union Bag & 
Paper owns 4.8 millions of its 6.5 millions 
capital stock on which dividends are now 
being paid at the rate of 6% per annum. 


Prospects for the Stock 


A considerable amount of water was 
squeezed out of capital account when the 
company was organized in its present form 
and the values placed on its assets in the 
balance sheet are considered conservative. 
As of December 31, 1922, the common 
stock had a book value of $103 a share 
after deducting 6.5 millions funded debt. 
At present prices of 62, the stock gives 
a return of 9.7%. With general business 
conditions satisfactory, there should be no 
difficulty in covering common dividend re- 
quirements, but under adverse business 
conditions, the dividend would not be very 
secure. In 1921, for example, only 2.64% 


was earned on the common stock. With 
the outlook for business somewhat un- 
certain, a commitment under present 
general market conditions is not advis- 
able. In view of the company’s sound 
financial condition, however, and the 
important position it holds in its trade, 
the stock has long-pull possibilities, 
and at some future date it may prove 
a profitable speculative venture. 


AMERICAN WRITING PAPER 


Trials and Tribulations of a Leading 
Industrial 


MERICAN WRITING PAPER CO. 
was formed in 1898 as a consolida- 
tion of several paper manufacturing 
concerns. From the start it proved to be 
a top heavy organization. With 26 indi- 
vidual mills, waste and inefficiency in 
operations crept in and the new company 
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was a dismal failure as a money maker. 
These poor results were shown in spite 
of the fact that the company controls 25% 
of the country’s output of high-grade 
writing and book paper and is the leading 
factor in price fixing. In 1918, an effort 
was made to improve operating efficiency 
ind to this end a new management was 
installed, the various departments were 
centralized and duplication of efforts were 
‘liminated. Haphazard methods of manu- 
‘facture were supplanted by standardiza- 
ion of the various products turned out. 
In 1919-1920, conditions in the paper in- 
lustry were very favorable and the com- 
pany reported profits totalling over 2 mil- 
lions for the two years. Then came the 
deflation period and in 1921-1922, the com- 
pany piled up a total deficit of 2% mil- 
lions, so that the net result of this manage- 
ment for the four years has been a deficit 
f about % million dollars. 

It is true that abnormal conditions pre- 
vailed and this poor showing may not have 
been the fault of the management. In 
April 1923, further changes in the man- 
agement occurred, Sidney L. Wilson, 
formerly with the Graham Paper Co. of 
St. Louis, one of the leading paper mer- 
chants of the country, was elected presi- 
lent. The present management is making 
efforts to balance the company’s output of 
high-grade paper and lower grades in 
order to get higher returns. 


This Year’s Earnings 


In the current year, the company’s earn- 
ings did not turn for the better until 
March. Mills are now operating at ap- 
proximately 90% of capacity and orders 
ire coming in in good volume. For the 
‘ull 1923 year, it is anticipated that a sur- 
plus will be shown, although, it may not 
be a large one. Capitalization of the com- 
pany consists of 9.2 millions funded debt, 
12.5 millions 7% cumulative preferred 
stock and 9.5 millions common. Good- 
will is carried on the balance sheet at 18 
million dollars. Deducting this from as- 
sets, the book value for the preferred 
stock is $83 a share, the entire issue of 
‘ommon stock, being “water.” As of De- 
cember 31, 1922, the balance sheet showed 
current assets of 7.4 millions and current 
liabilities 2.8 millions, leaving a working 
capital of 4.6 millions. Inventory stood 
it 4.6 millions and cash 1.2 millions. 
Bank loans were 1.3 millions. This is by 
no means a dangerous financial condition 
ilthough the company’s stocks are selling 
close to receivership prices. 

The preferred stock is, of course, 
highly speculative, but at present price 
of 15, it is not unattractive for a man 
who can afford to assume a large de- 
gree of risk. The new management 
may be able to make good under 
present conditions and if this turns out 
to be the case, the stock could, of 
course, show a very substantial ap- 
preciation in value from present levels. 
On the other hand, the company is not 
in a position to lose very much more 
money and should affairs take a turn 
for the worse, it would soon have to 
be reorganized. There are 158% back 
dividends due on the preferred issue, 
and for this reason the common stock 
has little or nothing to recommend it. 
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Telephone Cortlandt 3183 
Exempt from all Federal Income Taxes 


Amount Issue Rate Maturity Yield 
$ 25,000 State of Louisiana (Port Com.). 5% 1964 4.65% 
25,000 Muskingum County, Ohio 514% 1928-31 4.70% 
20,000 City of Hoboken, N. J. (Reg.)... 454%4% 1930-33 4.70% 
70,000 City of Knoxville, Tenn......... 6% 1924 4.75% 
25,000 City of Muskogee, Okla......... 5% 1945 4.75% 
20,000 Hamilton County, Fla 1948 5.00% 
100,000 1928-48 5.15% 
25,000 City of Haskell, Okla 1940 5.25% 
35,000 Lake Co., Fla. (R. & B. Dist.)... 1951 5.40% 
50,000 City of Dothan, Ala 1941 5.50% 
100,000 City of Albany, Ala 1933 5.75% 
25,000 City of Eastland, Tex 1960/40 6.00% 


The above issues are among those which we offer and recommend for safe 
investment. Additional offerings and full details upon request for Circular M. 15}. 
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Vacation Offer 
To News Stand Readers 


Have The Magazine of Wall Street 


follow you to your summer retreat. 


You cannot afford, in these times of industrial unrest 
and financial uncertainty, to lose touch with develop- 
ments in the world of investment and business. 

To keep you in close contact with the situation, we are making 
a special vacation offer of 4 issues of THE MAGAZINE OF 


WALL STREET for $1.00 to include the numbers of August 4, 
August 18, September | and September 15. Use the coupon 


below. 
THE MAGAZINE OF WALL STREET, 
42 BROADWAY, NEW YORK CITY. 


1 enclose $1.00. Send me the four issues beginning with Aug. 4 men- 
tioned in your special vacation offer. My address for the summer will be 























WHITEHOUSE & CO. 
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Mhite Rock 


White Rock 
only one of several beverages 
produced and marketed in many 
parts of the world by the 


Wuite Rock MInerat Sprincs Co. 


Mineral Water is 


The recently published 
earnings of this company, 
reports of business for 1923, 
and probable dividend action 
indicate to us that the stock 
of this company is selling 
out of line with its pros- 
pects. 


We have dealt in this stock 
for many years. Our cur- 
rent analysis will be sent 
on request. 


Write for Circular M-372 


J.K.Rice,Jr.&Co. 
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MARKET STATISTICS 


N.Y.Times 
7— 50 Stocks—~ 
High Low 
80.58 78.90 
79.46 78.47 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20Indus. 20 Rails 
76.12 88.40 77.97 
76.14 87.87 77.15 
Monday, July 76.02 88.95 78.40 79.79 78.00 
Tuesday, July 3...... 76.18 87.87 77.15 80.01 78.42 
Wednesday, July 4.... ew 8 we A FE 
Thursday, July 5..... 75.95 87.90 77.64 79.18 
Friday, July 6 76.06 88.65 77.99 79.90 
Saturday, July 7...... 76.14 89.41 78.70 80.46 
Monday, July 9 76.29 89.26 78.72 80.85 
Tuesday, July 10.. . 76.26 88.44 78.38 80.08 
Wednesday, July . 76.23 87 80 77.73 79.37 
Thursday, July 12.... 76.23 87.64 78.11 79.70 


Friday, June 29...... 
Saturday, June 30.... 


77.82 
78.93 
79.75 
80.10 
79.27 
78.71 
78.80 


Sales 
773,825 
478,735 
880,942 
697,503 


627,358 
549,159 
289,050 
513,345 
365,375 
365,577 
343,168 
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EATING THE HEART OUT 
OF KING COTTON 
(Continued from page 517) 














tinously costly. The boll weevil will not 
yme up for light as do many insects and 
tton seeds soaked in poisons or chemi- 
ls do not disturb his digestion in the 
slightest. “Topping” or cutting off the 
ps of the cotton plants produces boll rot 
which is a worse affliction. If the boll 
weevil has a sense of smell it isn’t one 
at functions very much, for every con- 
ivable chemical and fumigant has been 
tried out on him without appreciable effect. 
‘Many of them, of course, if applied 
rectly to the weevil, will produce instant 
ath but are valueless for use in the field. 


Natural Enemies 


The boll weevil has two great natural 
nemies—heat and insects. The direct 
ys of the sun are death to his sensitive 
rganism. When the infested squares fall 
» the ground the insect in the larva stage 
-annot leave the square as it has no means 
f locomotion. In a few minutes the hot 
rays of the sun put an end to its existence. 
[he boll weevil is a strictly anti-Vol- 
steadian insect in its liking for moisture. 
Note the difference in the damage done in 
920 and 1921, both damp cotton seasons 
(see accompanying chart) with that of 
118 which was an exceedingly dry season. 
Of the insects which prey upon the 
weevil forty-five varieties have been dis- 
ypvered. Of these twenty, three are para- 
ites. In some instances a mortality rate 
rom parasites in certain fields runs as 
igh as from 50% to 75%, but even that 
; inadequate to check the pest. Brown 
nd red ants do yoeman work in destroy- 
ig the weevil in its immature stages. 
Some larvae are crushed by the growing 
lant tissues and birds help to make a 
and. If it were not for these natural 
gencies it would be impossible to raise a 
‘tton crop in the presence of the boll 
eevil. 

Science has discovered that 65% of the 
ges of the weevil are deposited between 

o'clock in the morning and five o'clock 
n the afternoon, 8% between 5 A. M. and 
) A. M. and 8% between 8 P. M. and 

A. M. These facts coupled with the 
oll weevil’s fondness for moisture are 
tilized for his undoing. 

Sixty per cent of arsenic is mixed with 
10% of lime, forming calcium arsenate, 
n insoluble powder. This is dusted over 
he cotton plants by a hand “gun” or a 
nule-drawn machine at night or early 
vening when the air is quiet and the dew 
eavy upon the cotton plants. Small un- 
lissolved particles of calcium arsenate are 
ield in the moisture which is drunk by the 
idult boll weevil, thereby putting an end 
to the beginnings of a large boll weevil 
family. It takes approximately five pounds 
1f the powder to dust one acre and four 
ipplications are necessary throughout the 
otton-growing season. The cost is esti- 
mated at $8 per acre. 

This method, while the most efficacious 
by far of any that have been evolved, by 
no means entirely solves the problem. Of 
the 36 million acres which normally are 
planted only about 7.2 millions, or 20%, 
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Time to Re-tire ? 
(Buy Fisk) 
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AITH in Fisk perfermance is undeniably 


an important element in the majority of 
Fisk sales. Experience has proved to car 
owners that Fisk Cord Tire quality can be 
confidently computed in advance, in terms of 
long and continuous service, easy riding com- 


fort, safety and appearances. 


There’s a Fisk Tire of extra value 
for every car, truck or speed wagon. 





How I Trade and [nvest in Stocks and Bonds 


By kKICHARD D. WYCKOFF, Editor of The Magazine of Wall Stree, 


The man who has conducted his own business successfully has not 
had time to delve into the principles that underlie investments. He there- 
fore must rely upon those who have studied the subject from every angle. 

As Editor of THE MAGAZINE OF WALL STREET, Mr. Wyckoff 
has come in active contact with the mistakes of the average security 
buyer, and has developed into successful investors many thousands of 
business men who had lacked the necessary training in the principles of 
security values. 
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Gentlemen:—Enclosed find $5. Send me HOW I TRADE AND INVEST IN STOCKS 
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Preferred Stocks 


Tabulation shewing per share 
earnings for 1921 and 1922; 214 
years price range; number years 
dividends have been paid, annual 
rate and yield, covering 50 Rails 
and Industrials, also analysis of 
Delaware & Hudson and Chicago 
& Northwestern Preferred. 


Ask for Circular MW-721 


CARDEN, GREEN & Ca. 
Members New York Stock Exchange 
43 Exchange Place New York 
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A FREE COPY 


of our new booklet “‘Sys- 
tematic Saving,” showing 
how you can invest while 
you save, will be sent to 
you on request. 


Ask for MW79. 
McClelland, Claggett Co. 


60 Broadway 35 Congress St. 
New York Boston 





Inactive Securities 


We will gladly furnish quotations 
on inactive and unlisted stocks and 
bonds. 


Orders executed in all markets. 
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STOCK MANUAL 


Contains over 250 pages of 
valuable condensed statistics 
and information relative to 
stocks and bonds listed on 
the leading exchanges. 

Uf you cannot call, send for Booklet M.W. 327 ’ 


WILSON & CHARDON 


62 Broadway New York 
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are susceptible to arsenate “poisoning. 
Texas, the largest producer, Oklahoma, 
and parts of Arkansas are swept almost 
uninterruptedly by dry winds which blow 
the calcium arsenate dust away and pre- 
vent dew forming. Fortunately, this dry 
condition is an important factor in keep- 
ing down the weevil. In states like the 
Carolinas, Georgia and Florida, the weevil 
damage is especially deadly. Last year in 
the entire cotton belt 367 thousand acres 
were abandoned because of weevil damage. 


Not Enough Poison to Go Around 


“If all the arsenic in the world today 
were converted into calcium arsenate,” 
says an authority on this subject, “and 
used for boll weevil poisoning and all the 
coming year’s supply were taken from the 
other industries and shipped to the cotton 
fields here, there would only be enough 
calcium arsenate to successfully control 
the boll weevil on from 5% to 6 million 
acres.” Certainly not too optimistic an 
outlook for King Cotton! Along this line 
the same authority says further, “There 
is practically no reasonable limit to the 
amount of arsenic that could be produced 
under a constant demand for cotton at 25c 
a pound or over, but with cotton selling 
under 20c the margin of profit would not 
permit of such a demand for arsenic as 
would justify the outlay of large sums of 
additional capital necessary in order to 
mine and smelt arsenic as a_ principal 
product.” 


Other Aids Towards Stemming the 
Weevil Tide 


Fortunately calcium arsenate is not 
the only string to the grower’s bow. 
Much can be done by other methods such 
as fall destruction of infested plants, 
grazing in the fall by cattle, procuring an 
early crop of cotton, etc., etc. 

It has been suggested that, inasmuch as 
the boll weevil lives only on the cotton 
plant and the adult possess poor powers 
of locomotion, which enable it to advance 
not more than 50 to 60 miles in a season, 
its extermination might be accomplished 
by a zoning system whereby the growing 
of cotton in a certain zone would be pro- 
hibited by law. Another suggestion calls 
for the entire extinction of cotton grow- 
ing in the cotton belt for two or three 
years. The first suggestion appears im- 
practical and the second impossible. 


King Cotton’s Other Troubles 


But the boll weevil by no means makes 
up the sum of King Cotton’s woes.. There 
are the lesser afflictions of the bollworm, 
the pink bollworm and the cotton leaf- 
worm, not to mention the ever-present 
menaces of too much moisture, drought 
and late or early frosts. The latter are 
classed as normal hazards incidental to the 
industry and which cannot be foreseen. 
Again the South’s cheap labor supply is 
being drained by the steady migration of 
the negro to the North. 


Up to the Consumer—As Usual 


What does the boll weevil mean to the 
ultimate consumer of cotton? It simply 
means an added cost to cotton goods 
which, as always, the consumer must pay. 


From 1900 to 19], it, cost approximately 
10c a pound to raise cotton. By 1914 cost 
per pound was about 12c and now the cost 
is around 18c. The boll weevil means re- 
duced acreage, a yield reduced from 207 
to 25%, an added fertilizer bill—in shor 
higher cotton prices. The cotton market 
will continue to have its good and bad 
years and consequent rise and fall ir 
prices as formerly. But the average o! 
prices will always be higher than be 
fore the weevil became a menace. The 
days of cotton cloth at 5 to 6c a yar< 
are gone, probably forever. 





AND PRICES 
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STOCK MARKET VALUES— | 
(Continued from page 520) 








share bid. The nominal dividend rate i 
$12 annually, payable quarterly, but i 
January of this year it distributed an extr 
of $3 and in the same month of last yea: 
it issued a stock dividend of 334%. A 
the current nominal rate the yield is onl; 
3.1%, but extras, stock dividends and the 
growth of the bank’s business, as re 
flected in the growth of capital, sur 
plus, and undivided profits, together 
with occasional rights, give ground: 
for the belief that this stock, like thos« 
of all well-managed financial institu. 
tions, is to be regarded as a first-class 
investment, combining safety of incom« 
with possibilities of appreciation o 
capital, for the rich investor who car 
afford to wait. From the standpoint o 
the previous discussion, the interesting 
point is that the market price follows s: 
closely the book balue of the stock. 
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charge. If you go back to 1921, you will 
note a long accumulation first between 
January and May and later in July and 
August. The two years was up for the 
earlier accumulators in the spring of this 
year and from then on an ever-increasing 
number was added to the ranks of poten- 
tial sellers. Does not this largely account 
for the absolute lack of purchasing puwer 
shown for the last few months? I do 
not believe that the quite average falling 
off in trade, partly seasonal, would justify 
the severe and extreme drop lately wit- 
nessed, without some other underlying, 
compelling factor of great force. 

A certain number of the earliest sellers 
will be in a position to reinvest at these 
lower levels and will undoubtedly do so, 
unless conditions take a turn for the 
worse, this would normally pave the way 
for a rally which in turn would leave 
stocks ripe for a real descent into the 
down cycle which is hardly due before 
the fall or early spring. 

Now this income-tax provision which 
never existed before is undoubtedly the 
cause of the long uninterupted rise in ’22, 
and also probably accounts for the lack 
of rallies in the bear market. It is a fac- 
tor, in my opinion, which entirely affects 
any future prognosis of the actions of 
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tocks. In one way it operates to keep 
any sound conservative speculators out 
of the market except at rare intervals, and 
iuus cuts down the underlying potential 
irchasing power, resulting in the condi- 
ton known as a “thin market.” If, in 
idition to the handicap of interest and 
okerage, the speculator has got to give 
50% plus rake off to Uncle Sam, the 
ume loses attraction to the “specvester” 
id passes almost entirely into the hands 
the profesionals who are usually bears. 
In one form or another, I fancy, this 
nderlying condition has always existed 
‘ter a great war and explains the long, 
ninterrupted decline in stock and com- 
odity prices that invariably follows. 
riefly, it boils down to just one thing— 
igh taxes. 
More power to you in your campaign 
gainst the prodigal tax-eaters and their 
k. Go to it—G. M. 


The heavy tax burden has undoubtedly 
ad something to do with the decline in 
‘curities since last March, but cannot be 
reated seriously as the predominating 
actor. As pointed out in a number of 
revious issues of THe MAGAZINE OF 
\VALL Street, the real reason for the de- 
line is found in growing appreciation of 
ie fact that the business situation has 
hanged and this, combined with the out- 
ouring of new securities and stock divi- 
ends and excessive speculation for the 
ise contrived to render the fundamental 
osition of the stock market uncertain. 
Vide appreciation of this fact, though 
infortunately belated on the part of the 
nvesting public, has been responsible for 
he recent selling—Txe Eprror. 











REPUBLIC IRON & STEEL 
(Continued from page 524) 








round Birmingham, Alabama, Republic 
; active in that district in producing raw 
vaterials for the northern plants. How- 
ver, by far the larger part of activities 

concentrated in the north For ex- 
mple, last year the northern plants em- 

loyed four times as many men as did 
he southern. Therefore, so far as labor 

mnditions are concerned, Republic faces 
he same problems as do the other big 
teel makers. 

Republic made big money during the 
vif years, and was relatively conserva- 
ive in the matter of dividends. The com- 
any, however, has spent largely on an 
xpansion program, and not longer ago 
han the first of this year, sold 10 mil- 
ion dollars long-term bonds to provide 
noney for capital expenditures. The con- 
truction program is expected to be com- 
leted at the beginning of next year by 
vhich production will be increased and 
pproximately $1,500,000 added to annual 
arnings. 

Briefly, Republic presents a much bet- 
er and much stronger physical structure 
than during the period immediately pre- 
eding the war. At the same time, capi- 
alization has increased. The total today 
is approximately 78 million dollars, com- 
pared with about 69 million dollars in 
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What Shall I do in 
the Present 
Market ? 


N answer to the above question is of immediate 
importance to you as an investor, because it 
means either profits or losses on those securities in 
which you have already committed yourself, or on 


those in which you contemplate action. 


With a heavy atmosphere of gloom pervading the 
entire Street, and cross-currents of advice and propa- 
ganda swirling in all directions, you must realize, 
from an investment standpoint, the inestimable value 
to be derived from the clear vision and scientific 


judgment that our Staff can place at your disposal. 


We can point out opportunities to you now which 
we believe will show excellent results. When the 


fog has lifted, these opportunities may have passed. 


The Richard D. Wyckoff Analytical Staff provides 
a highly specialized Individual Advisory Ser- 


vice for the Business Man and Investor 
THE 
RICHARD 
D. WYCKOFF 
ANALYTICAL STAFF 


42 Broadway, New York. 


whose funds approximate $10,000 


and over. 


What can your staff do for me? 
1 am interested in © Investments 
re) for a long pull or © trading or 
ge both. 
Cc (Mark the ones you are interested in.) 
My present holdings and available capital totals 
approximately 
This is to be held in strictest confidence by you. 
l understand there is no charge or obligation in send- 
ing for this information. 


Send in the cou- 
pon to-day for 
details. 


Address 


City and State 
July 21. 
































THE BOOK REVIEW 


(Latest Publications on 
Finance and Business) 





“THE FEDERAL RESERVE SYSTEM” 
By Henry Parker Willis 
The first complete and au- 
thentic account of the economic, 
financial and political influences 
that have moulded the Federal 
Reserve System. By an authority 
active in the System since its first 
conception. 


1765 Pages 


“CROWELL’S DICTIONARY OF 
BUSINESS AND FINANCE” 


The word “dictionary” fails 
to define this work, which is 
really encyclopedic in character, 
giving articles often several hun- 
dred words long in explanation 
of business terms. It is aimed to 
be complete and self-sustaining, 
giving the clearest and most ex- 
plicit information on a wide range 
of business, financial and legal 
topics. This volume should prove 
a treasure for the business man 
and ambitious student. 


588 Pages Price $3.10 Postpaid 


Place your order with the 
Book Department 


THE MAGAZINE OF WALL STREET 


42 Broadway New York, N. Y. 


Price $10.15 Postpaid 




















Your Speculative Trades 


in the stock market, when confined 
to Puts & Calbs, enable you to limit 
your loss and risk to the dollar, 
while profits are unlimited. This 
method of trading enables you, on 
payment of $1,000, to control 500 
shares of stock for 30 to 60 days. 
No margin calls or interest charges 
to pay. Booklet MW explains how 
they operate. Write for a copy. 

My telegraphic department keeps 

out of town clients posted 
WM. H. HERBST 
20 Broad St., N.Y. Basiness Established 1898 

















1916. The increase is represented by 
larger facilities. Property account stands 
at 99 million dollars, compared with 73 
millions seven years ago; an increase of 
25 millions, against an increase of only 
about 9 millions in capitalization, 


Conclusion 


While, naturally, most of the specula- 
tive interest in Republic Iron & Steel se- 
curities is lodged in the common, which 
this year has sold as high as 663%, and as 
low as 404%, more attention ought to be 
concentrated upon the preferred, which at 
this writing is still below 90. Accumu- 
lated dividends amount to 5%, and if earn- 
ings of Republic for the first half of 1923 
are any guide it would seem as if these 
accumulations ought to be cleared up by 
the end of the year, and, of course, the 
purchaser of the preferred at the present 
time would be in a position to receive 
these accumulations, and thereby mark 
down the price of the stock to more at- 
tractive levels. 

Notwithstanding the fact that Republic 
in pre-war years had some difficulty in 
sustaining dividends upon the preferred 
stock, it seems now as if the company 
with its better knit organization and fa- 
cilities should be able to safeguard the 
preferred dividends, except possibly in 
times of the severest depression. The 
company came through the last depression 
with unimpaired surplus, and the financ- 
ing, above mentioned, was for the pur- 
pose of reimbursing the company for ex- 
penditures to increase earnings and not 
to fund a floating debt in the shape of 
bank loans, etc. Incidentally, it may be 
mentioned here that the bonds of the com- 
pany deserve a good grade investment 
rating. To return to the preferred, on 
a basis of earnings and on the basis 
of the prospect of payment of divi- 
dend accumulations, and the relation 
of these factors to present market 
prices, it appears to be a reasonably 
priced purchase at present levels, and 
one which seems to possess better 
than an even chance of showing 
profits. 

As for the common, there is no present 
idea that the stock is in line for divi- 
dends. Measured by percentage, it suf- 
fered a big decline during the market 
break, and promises to follow the general 
trend. In other words, there are no 
characteristics peculiar to the stock which 
mark it for special consideration. 
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on investments in sy payments or 


lump sums; Safety; Real Estate Security; 
Tax Exempt; State Supervision. Send 
for Details. 
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A Rule That Has Many Exceptions 


This is a rule that has too many loop- 
holes. Central Leather (common and pre- 
ferred), Virginia-Chemical (common and 
preferred), and Pierce-Arrow (common 
and preferred) only three or four years 
ago enjoyed such ratings almost second to 
none. Their preferred stocks at least were 
considered in the gilt-edge class. The 
writer recalls the many recommendations, 
and regrets that he thought likewise of 


at least one of them, that all their pre- 
ferred stocks were gilt-edge investments 
The main argument used was “Their price 
alone and the income yield indicates that 
they are selling on an investment basis . . 
hence they are gilt edge.” 

How shall the investor escape from be- 
ing tied up in securities at this moment 
considered high grade and perhaps in five 
years likely to go the way of those indi- 
cated above? 

By research: by reading: by asking 
questions. The rewards in the stock mar- 
ket are perhaps greater than in most fields 
but “eternal vigilance” is the price de- 
manded for success. 

It is time to utter a warning that be- 
cause any stock has graduated from the 
“cat-and-dog” class it is not per se a good 
investment or a good short sale. We 
must look around for a while, and go be- 
neath the surface to discover whether the 
rise was justified, and former low prices 
unjustified. In time we will be able t 
form an idea as to what is a reasonable 
price, and above or below that will be 
found our opportunity. 
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earnings are on the upgrade, as is the case 
now. 

The Baragua Ist mortgage 7%s, 1937, 
were issued to provide for funds for the 
purchase of this company by Punta Ale- 
gre. The bonds are a Ist mortgage and 
a direct obligation of Punta Alegre. They 
appear to be a reasonably good invest- 
ment ‘issue. 


ys Conclusion 


One of the main reasons for specula- 
tive interest in the Punta Alegre stock 
centers around the question of dividend 
payments. At a recent meeting, directors 
announced that dividends would not be 
considered until the results from the liqui- 
dation of sugar could be more completely 
ascertained. This was in the early part 
of June, and-the feeling is that early in 
the fall Punta Alegre directors will ac- 
tively take up the question as to whether 
dividend payments are to be conservatively 
made this year. The stock at 50 is down 
20 points from the high of April, and only 
about 6 points above the low of the year. 
The decline unquestionably has removed 
much of the too enthusiastic inflation of 
values based on the apparent expectation 
of a never-ending advance in the price of 
raw sugar. Raw sugar has shown that it 
can decline, and so have the sugar shares. 
It does seem, however, that Punta Alegre 
common is one of those speculative stocks 
whose purchase for long-range purposes 
can be considered between 45 and 50. 
Among other things it represents a 
company which does not have to de- 
pend upon abnormally prosperous con- 
ditions in the Cuban industry to guar- 
anty a surplus for common stock. 
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GREAT CHANGES IN 
RESERVE SYSTEM 
(Continued from page 544) 








‘ederal Reserve agents throughout the 
yuntry and calling for special financial 
icilities in aid of the farmer. Among 
ther things, the Board says: “The Board 
; advised that the agricultural situation 
1 many sections of the country has ma- 
rially improved over what it was in three 

revious crop seasons. There are, how- H A R V E yY F I ~ K & ~ O N 8 
ver, some waste spots that require studied 4 w 

ttention with a view to assisting the pro- 

ucer in obtaining full advantage emanat- INGORFORATED 
ig from orderly marketing. The Board 
ould like to suggest that officials of all PHILADELPHIA NEW YORK CHICAGO 
he Federal Reserve Banks, including 
ranches, inform themselves fully regard- 
ig the added facilities for general agri- / S te 
ultural financing made possible through nvestment ecurities 
gislation enacted during the last Con- en 
ress. This done, the Federal Reserve RAILROAD U. 8. GOVERNMENT 
}anks should give the information to the INDUSTRIAL PUBLIC UTILITIES 
ublic, especially to the member banks’ co- 
perative marketing agencies and produc- 
rs and buyers of agricultural products.” 
This letter has occasioned no little sur- 
rise, because of the assumption in many 
juarters that owing to the adoption of the 
\gricultural Credits act of 1923, there 
yas no reason why the Federal Reserve 
ystem should dabble any further in agri- 
ultural finance as has in past years been 
upposed to be requisite. Under present 
vanagement, however, it appears to be 
iken for granted that there is some po- 
itical purpose to be gained in from time 
to time conciliating the farmer by assur- 
ig him that he will be “taken care of.” 


his is in line with the general policy M k Y 4 

ursued by other officers of the govern- a e our acation 
ment in repeatedly expressing the thought 
that something ought to be done to facili- Pay for Itself 


ite the raising of grain prices to a de- 
dedly higher level. Discussion of agri- We have special representatives all over the United 
iltural finance and credits now bids fair : . ‘ : 
. continue indefinitely. States who are making their spare time and vacation 
time highly profitable by simply telling other people 
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Changed rules relating to par collection Mr. N. R. Sammet. of Ohio. in 
nd growing out of the recent Supreme a ’ - 
WRITE TODAY eight weeks earned commis- 


ourt decision, have been promulgated, 


nd are included in the new issue of Reg- for the plan that will sions totalling $345.50. 


lation J bearing upon that subject. The enable you to turn your 
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1 the whole, to meet the new situation - 

irly frankly, and with reference to Subscription Depar t- ‘ 
Se ee a ment workers of THE As a reader of the Magazine 
1em a member of the special committee MAGAZINE OF . 2 : 

amed under the agricultural credits act WALL STREET. You you know its value to investors 
ays: “I am glad the Board has had the will quickly become the and business men. It requires 
ourage to meet the situation by a new recognized authority in onlin een an snnieel. 
egulation.” . . . “The commercial and your community on no sales personality or experi 
idustrial bodies of the country [are] on financial literature—and ence to interest intelligent men 


otice that if they do not bestir them- — 2 oee ssn in such a publication. Just 


meatier of on 0 on po ag cage ment of your own | show them a copy and explain 
— —— ‘Se ¥ financial independence. . w : 

rected.” The new regulation follows the P its salient features ; the Maga- 
Supreme Court decision by recognizing zine will sell itself. 


he right of non-member banks to charge Tet , 
xchange, while refusing to collect checks Write for the plan TODAY. Address 


ree of fees for such exchange-charging THE MAGAZINE OF WALL STREET 


anks. The general effect of the regula- “— 
ion is to restrict or limit the scope of Subscription Department 


he collection system, while at the same 42 Broadway New York 
time applying the par principle within the 
system so far as feasible. All Federal 
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NOW is the time for 
Expert Trading Judgment 


EVER before perhaps, was clear vision and 
unbiassed scientific judgment more necessary 


to the active trader than at the present time. 


Numerous opportunities undoubtedly exist for 
those who have the courage of their convictions 
and are not influenced by prevailing Street sen- 


timent and ever changing news and propaganda. 


The function of the Trend Trading Service is to 
point out opportunities—sometimes confirming your 
own judgment and thus adding that assurance 
which often leads to the consummation of a suc- 


cessful transaction. 


We have recently advised a new position 
in the market of which you may be able 
to take advantage by prompt action. 


Our wires (‘phone or telegram) will advise you 
just when and what to buy and when to close 
the trade. 
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Reserve banks are prohibited from receiv- 
ing on deposit or for collection any check 
on any non-member bank which refuses 
to remit at par, and all Reserve banks 
are required to make a collection charge 
at a rate not exceeding 1/10 of 1% for 
their services in collecting checks emanat- 
ing from or endorsed by any non-member 
bank which refuses to remit at par. In 
speaking of the reasons for its policy, the 
Board says: “The Federal Reserve collec- 
tion system has become a necessary in- 
strumentality of effecting the country’s 
exchanges, its operation including pay- 
ments through the gold settlement plan; 
has been of inestimable value, and has 
resulted in enormous saving to those ac- 
tively engaged in carrying on the com- 
merce of the country and there are no 
other facilities for operating a collection 
system which could approximate it in 
economy of operation. ... The system 

. is of such value to the banking and 
commercial interests of the country that 
its continuance as a voluntary system is 
of vital importance. .. .” 

Important changes in the requirements 
for entrance to the Federal Reserve sys- 
tem have likewise been made by the Re- 
serve Board. New regulations following 
the lines of the Agricultural Credits Act 
have been drafted. In these provision is 
made that state banks with a capital equal 
to 60% of the amount required of a na- 
tional bank may be admitted, provided 
that within five years they enlarge their 
capital to the total required. Other 
changes in regulations have at the same 
time been embodied. Makers of notes se- 
cured by live stock may waive financial 
statements, while the section of the 
Board’s regulations, describing agricultu- 
ral paper, has been broadened to grant the 
utmost latitude to those who present agri- 
cultural paper for discount. New sections 
Covering factor’s paper and permitting the 
discount of bills drawn without maturity 
payable “on arrival of car” have also been 
added. Other changes of detail, some of 
them of considerable technical importance, 
have also been included. 





THE BANKING SITUATION 
(Continued from page 545) 











recede rather than to grow, and the re- 
sult will be a decline in the theoretical 
surplus lending power of the banks. 

It had been thought by a good many 
earlier in the season that the transfer of 
demand to reserve banks would be noted 
much sooner. This prediction proved er- 
roneous, or rather was deferred in opera- 
tion due to the considerable release of 
funds in the stock market as a result of 
reaction in trading and activity in that 
quarter. There are now a good many in- 
dications that not much further release 
of speculative funds is likely to take place 
at the present moment. Unless there were 
to be a very far-reaching and thorough 
liquidation, whose outcome would be a 
mighty improbable reduction in the 
amount of bank funds currently used in 
speculation, there would be no ground for 
thinking that an immediate release could 
occur on a large scale. The expectation 
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uust be, then, that, from now onward 
i1rough the summer and autumn, there will 
» enlargement from time to time of the 
tal of credit at the disposal of the com- 
unity, while this credit will be largely 
itained from the reserve institutions. 
low far this movement will go in enlarg- 
g total loans cannot, of course, be fore- 
en. 


Demands of Business 


Recession in the demands of business 
w credit, which was a marked feature 
f the situation at the opening of sum- 
ier, has probably gone about as far as 

likely for the moment. Price declines 
tay not yet be over, but their effect in 
hecking applications for loans has prob- 
bly been largely lost or exhausted. A 
ery considerable volume of business is 
ow being done in practically all parts of 
he country, and the result is to necessi- 
ate the extension of substantial aid by 
he banks. On all grounds, then, it would 
eem that a growing demand for funds is 
» be expected and this should result in 
1 tendency toward higher rates of inter- 
st, both for speculative and business 
vans. There is no reason to expect that 
uch demands, or the growth in rates re- 
ulting therefrom, will go so far as to 
rroduce any strain or even unusual exer- 
ion on the part of the banks in most 
arts of the country. Business men, and 
ankers, who look forward to rediscount- 
ng or borrowing (especially on ineligible 
paper), will do well to make their ar- 
rangements at a comparatively early date 
n order that they may be assured of the 
most favorable rates for such accommo- 
lation as they may require. 





FINANCING THE FARM- 
ER’S 1923 CROP 
| (Continued from page 544) 








sharper local demand than there was last 
year. 

Of course, all production is based on 
the assumption that there is to be no in- 
crease of speculation in farm products. 
Many of the provisions of the new legis- 
lation are exceptionally favorable to such 
speculation, but ought to work much more 
strongly on the side of those who want 
to hold and “carry” grain or cotton than 
they will on that of those who are pro- 
ducing the same articles. Declining prices 
for some farm products are against the 
growth of such speculation, but increase 
of prices in others, such as cotton, rather 
tends to favor it. The present manage- 
ment of the reserve system is favorable, 
apparently, to an even looser régime of 
farm credit than has existed in the past, 
and as a result thete may be aconsider- 
able growth of speculative operations in 
some parts of the country, especially if 
the management of local reserve banks is 
favorable to such a development. Most, 
however, have had severe warnings in the 
past, and are not likely to disregard them 
without good reason for so doing, save 
perhaps as the result of political pressure 
from some source. 

The actual results of the new farm 
financing are not likely to show them- 
selves during the current year. A period 


for JULY 21, 1923 


























IN THE LONG RUN” 





SILVERTOWN is the one word that means “cord 
tire” to the world. No need to add “cord” or “tire.” 
SILVERTOWN means both. But now it is also the 
one word that means “One Quality Only.” For 
SILVERTOWN is the product of a one-quality 


policy. We center thought, skill, and care on it, 
and make it the perfection of tord tires. 


THE B. F. GOODRICH RUBBER COMPANY 
ESTABLISHED 1870 


In Canada—The B.F. Goodrich Rubber Company, Ltd. 
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Have You Confidence 
In Your Own Judgment 
Of the Security Market ? 


Have the recent disturbing developments and 
unexpected shifts in the stock market caused 
you losses because of your inability to interpret 
marketwise the course of events ? 

Subscribers to THE INVESTMENT AND Busi- 
NESS SERVICE of THE MAGAZINE OF WALL 
STREET have had no moments of uncertainty or 
indecision. 


Your Next Move 
Let Us Decide It For You 


The chances are, you are too busy with your own 
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investment situation and the technical position of 
the stock market. 
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with stocks. 
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of transition will last during 1923, ana 
perhaps longer; and, while some results 
may be seen before the close of the cur- 
rent crop-moving season, the financing of 
the year is more likely to resemble that 
of 1922 than that of any other period 
While some renewal of inter-district de- 
mands may come, this is likely to be de- 
ferred pretty largely until another year 
Time is always required to get a specula- 
tive “boom” well launched, and the ex- 
perience of 1920 is still fresh in min 

Country banks are more likely to go di- 
rect to reserve banks this year rather than 
to intermediate banks; while the agricu 

tural lending corporations, which are able 
to deal with the. public, are still too fe 

to be of substantial influence. The croys 
will be moved as quickly and as cheap 

this year as they,ever have been, and wi!! 
be financed chiefly largely by the old fa- 
miliar methods. Probably the new insti- 
tutions will advance to something like tl 

position occupied by the War Finan 

Corporation. The real test of the new 
dangers of agricultural and produce spec- 
ulation resulting from the legislation « 

the past year will hardly be fully deve'- 
oped before another season. 








J. C. Maugans, Photo. 
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TRADE TENDENCIES 
(Continued from page 549) 








appears, however, that the price cuts are 
being made at the expense of producers’ 
profits. 

The woolen industry has been holding 
ip relatively well in comparison with silk 
ind cotton but is now beginning to suf- 
er identical ills. Demand is dull and pro- 
duction schedules are being cut. On the 
whole, outlook for the textile trades is not 
mmediately encouraging. Cotton manu- 
acturers probably in the least favorable 
position. 
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UNSUSPECTED LEAKS IN 
AMERICAN BUSINESS 
(Continued from page 515) 








business staff, living on waste, and fur- 
ishes a large part of the business of a 
nall printing plant, which lives on waste, 
id a small part of the business of a large 
per company, which to this extent also 
ves on waste. The ramifications of this 
aste can be followed through the office 
juipment which the various waste organi- 
itions use, and the trade paper which the 
fice equipment makers and dealers sup- 
wrt, the advertising solicitors who work 
the trade paper, the advertisers’ trade 
pers, and so on, ad infinitum. 
This interlacing complexity is what 
vakes the problem of this kind of waste 
) hard to deal with. An institution which 
vay be regarded as a source of waste, 
om one angle, is a source of income to 
yme other institution, from another, and 
will not do merely to condemn both 
\stitutions and their dependents as waste 
nd try to eliminate them without mea- 
ring the effect on the entire industry 
nd buying power of the country. 


Some Progress Being Made 


Still, some progress is being made in 
this field. The growing movement toward 
he consolidation of banks is an example 
f the elimination of waste in a pure- 

distributive function. A tremendous 
‘mount remains to be done in this field, 
sowever, before the American industrial 
machine is stripped of all its overgrowths 
nd carries no distributive equipment be- 

ond what it really needs. ° 

A source of waste which used to be 
nore prominent in the early years of our 
ndustrial development than it is today 
vas the waste of natural resources. Com- 

titive chopping-down of timber without 
rovision for replacement and often with- 
ut a stable market meant, in the long 

m, much smaller net profits than would 
ave been attained by a consistent, large- 

ale and far-seeing policy, such as a huge 

poration or an association of producers 
in carry out. The competitive building, 

the early days, of short-haul traction 
nes and railroads before the era of con- 
lidations was a waste of a similar kind. 

We are not yet free of this sort of 

aste, however, by a long shot. The oil 

isiness has recently shown its disorgani- 
ition and lack of prudent planning in the 
ish of small California oil producers to 

‘t all the oil they could as quickly as 
hey could, with a speedy exhaustion of 

1e oi) pools as the probable result, and, 
onsequently, with less total profits all 
round, not to speak of the break in prices 
nd the losses to the rest of the industry 
vhich have resulted incidentally. 

One kind of waste of natural resources, 
lue to lack of efficient cooperation among 
roducers and consumers of industrial 
ower, is that of hydro-electric energy. 
There -has been talk of utilizing it for 
decades, and great progress has been made 
in some sections of the country, but taken 
by and large, a good part of the 500 mil- 
lion tons of coal that the country consumes 
annually still sends up as smoke millions 
of dollars’ worth of potential dyes, per- 
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DIVIDENDS 





HUPP 
MOTOR CAR CORPORATION 


Detroit, Michigan, July 5, 1923. 
At the Directors’ meeting held July 5, 1923, a 
quarterly dividend of 24% on the COMMON 
stock of the corporation was declared, payable 
August 1, 1923, to stockholders of record July 14, 
1923. Checks will be mailed. 
A. VON SCHLEGELL, Treasurer. 








KELLY-SPRINGFIELD TIRE CO. 


A Quarterly Dividend of two dollars ($2.00) 
PER QHARE on the Eight Per Cent Preferred 
Stock of this Company has been declared, pay- 
able August 15, 1923, to stockholders of record 
at the close of business August 1, 1923. 

Cc. P. STEWART-SUTHERLAND, Secretary. 


New York, July 3, 1923. 





WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY. 

A Dividend of two per cent ($1.00 per share) 
on the COMMON Stock of this Company, for 
the quarter ending June 30, 1923, will be paid 
July 31, 1923, to stockholders of record as oi 


June 30, 1923. ; 
H. F. BAETZ, Treasurer. 


New York, June 22, 1925. 





UNITED STATES REALTY AND 
IMPROVEMENT COMPANY 
111 Broadway, New York. 

The Directors of this Company declared today a divi 
dend of 1% % on the Preferred Stock, payable on Novem- 
ber 1, 1923, to holders of record at the close of business 
on October 20, 1923, and a dividend of 2% on the Com- 
mon Stock, payable on September 15, 1923, to holders of 
record at the close of business on September 5, 1923. 

ALBERT E. HADLOCK, Treasurer. 


New York, July 12, 1923 


WM. WRIGLEY JR. COMPANY 


July 13, 1923. 





At a meeting of the Board of Directors on this 
day, dividends were declared on the stock of the 
company, payable at the rate of fifty cents (50c) 
per share on the first day of each month com 
mencing August 1, 1923, up to and including 
February 1, 1924 





CURB SECURITIES 
Bought and Sold for cash only. 
(No marginal accounts solicited ) 


ABRAHAMS, HOFFER & CO. 
Members of the New York Curb Market 
15 Broad Street New York 











THE 
New Monterey 


North Asbury Park, N. J. 
7 he Resort Hotel Pre-Eminent 


Directly on the Ocean 
OPENS JUNE 23 
American Plan. Capacity 500 


Superior A-la-Carte Grill 
Interesting Social Life 
Daily Concerts and Dancing 
Golf that Makes You Play 


— 18 Hole Course — 
Not and Cold Sea Water in Rooms 


Wonderful Ocean Bathing 


New Swimming Pool Adjoining 
On “The New Jersey Tour.” 


SHERMAN DENNIS, Manager 
New York Office: 8 W. 40th St. 
Telephone Longacre 8310 
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medicines, etc. through being 
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fumes, 
burned “raw. 

An enumeration of the major causes of 
waste could be carried on through pages 
and pages, even treating them as dis- 
cursively as has been done here. To every 
thinking man they will inevitably suggest 
the question, “How long can we keep on 
going at this rate?” 


European Competition 


In the past, both the United States and 
Europe were kept going by the sheer mo- 
mentum of their start, expanding into 
new countries, colonizing, finding new 
markets and new sources of supply. For 
the European nations, the undeveloped 
countries of Asia, Africa, South America 
and Australia supplied the means of ex- 
pansion; in our own case, it was the “con- 
quest of the West.” The rapid growth 
was bound to cause many irregularities, 
confusion, and above all, waste; more in 
this country than in Europe, because of 
our greater wealth of resources and our 
higher standard of living caused by the 
presence of unoccupied land. This has 
given us a broader margin to live on, 
without the necessity of pinching or count- 
ing every penny. In short, efficiency was 
originally a luxury to us. 

Now Europe is living on a still narrower 
margin than before. The cream of the 
exploitable new countries is off, and the 
sheer force of economic necessity compels 
her to sell in this market as far as her 
crippled productive equipment permits it. 
Tariffs do not keep her products out, be- 
cause under present circumstances they 
merely raise the price level behind the 
barrier, which makes it easier for goods 
to get over. 

In America, at the same time, the rush 
of the first impetus of industrial develop- 
ment is off. Our industrial structure is 
becoming more integrated, more efficient, 
irregularities and accidents are being dis- 
carded, and apparently the broad margin 
of waste and high living is being reduced. 

The outlook is therefore for a period 
of keener competition all around, when 
one source after another of national waste 
will have to be eliminated to keep business 
going. The more stably Europe gets on 
its feet, the keener the competition will 
be and the greater the necessity of nar- 
rowing our waste margin if we want 
to maintain the distinctively American 
standard of living. 





CHINO COPPER CO. 
(Continued from page 537) 








tributed to wage increases and to neces- 
sity of treating large quantities of oxi- 
dized ores. Toward balancing the effect 
of these factors, it is believed that in- 
creased production and the introduction 
of new flotation equipment, which latter 
was financed through sale of 30,000 shares 
of treasury stock in February last, will 
exert a considerable effect. 

Earnings: Chino’s earnings are said in 
generally well-informed quarters to be 
running at the rate of $4 per share. This 
rate would compare with deficits in 1922 


and 1921, and earnings of $1.52 and $1.27 
per share, respectively, in the years 1920 
and 1919. 


Conclusion 


It is to be noted that the favorable view 
of Chino’s future taken above, is predi- 
cated more or less fully upon the com- 
pany’s ability to maintain production at 
the comparatively high rate recorded in 
the early months of this year. Whether 
this will be possible, or desirable, will de- 
pend, of course, upon the future of the 
copper market. Chino cannot be classed 
as a low-cost producer, and is largely de- 








Output in Pounds* 
"Year 
1918 
1919 
1920 
1921 
1922 


1923 


* 000 omitted 








pendent upon good copper prices for its 
returns. Regarding the future of the cop- 
per market, the liquidation of the copper 
carry-over, which was dumped on Ameri- 
can producers following the war, may be 
said to be a constructive factor, as is also 
the reasonably stable trend in copper 
prices. On the other hand, it can hardly 
be hoped that the copper market will de- 
velop in activity and strength unless a 
similar upturn occurs in general business, 
and such a development does not appear 
in the outlook at this time. 

7 Altogether, commitments in Chino 
shares might well be postponed for 
the time being, although, as said, they 
possess elements which would make 
them very attractive following any real 
change for the better in general con- 
ditions. 
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AN OIL WELL AFTER A “SHOT” 
Gusher “coming in” in a Texas field. 
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MR. WYCKOFF’S PAGE 
(Continued from page 493) 








strong to every weak one. As this is 
written, the market is demonstrating 
that the line of least resistance is for the 
time being toward higher levels. No 
on: can tell what influences will come 
along to induce buying or selling if and 
when a rally occurs, nor whether on an 
ad ance the supply of stocks will again 
be ome sufficient to force the averages 
ba k to new low levels. Personally, | 
so'»newhat doubt that this will take place, 
that remains to be seen. 
Vith stocks like Union Pacific, New 
‘ork Central, American Telephone & 
egraph, General Electric American 
omotive (new), American Tobacco, 
stinghouse Electric & Manufacturing, 
erican Car & Foundry, American 
olen, Brooklyn Edison, Consolidated 
:, Philadelphia Company, Detroit Edi- 
North American, and Brooklyn 
nion Gas, yielding from 714 to 10% 
present prices, no investor can afford 
continue in a wholly liquid condition, 
! while, for nine months past, we 
ave persistently advised such a posi- 
», we now believe that our sub- 
bers are justified in investing one- 
f of their funds, distributing them, 
with proper diversification, among stocks 
f the character mentioned.—R. D. W. 
uly 12, 1923. 





| RADIO CORPORATION OF 


AMERICA 


(Continued from page 526) 








pments, the dividend-claim of the 
erred shares should be satisfied from 
time the claim goes into effect (Jan- 
1, next). At the 7% rate, the pre- 
d= dividend requirement would be 
95,000 annually, in round figures, 
h compares favorably with the 
income of a little less than $3,- 

0,000 earned last year. It should be 

d, however, that 2.4 millions of the 
ings were charged off on account of 
irtization of Patents, in accordance 
a schedule of patent amortization 
pted by the directors, and that adher- 
to this schedule, if such action were 
orce similarly large deductions in the 
ire, would consume the greater part 
arnings at the 1922 rate. Not until 
the policy of the directors with regard to 
item becomes known, then, would it 
vise to draw very definite conclusions 
to the preferred’s dividend outlook. 
preferred sells today at $3, which is 
of par, equivalent to $60 per share 
‘or a $100 stock, and, as a non-dividend 
r, must be considered quite _specula- 
at the current level. On the other 
1, values are certainly being built up 
hind this issue at a rapid rate, and its 
sition, from a_ statistical viewpoint, 
ns reasonably secure. 

The common stock, with over 5,700,- 
000 shares outstanding, can hardly be 
said to be particularly attractive, espe- 
cially as this issue, without any imme- 
diate dividend prospects, sells at prac- 
tically the same price as the preferred. 


for JULY 21, 1923 





KEEP POSTED 


The books, booklets, circulars and special letters listed below have been prepared 
with the utmost care by investment houses of the highest standing. They will be sent 
free on request, direct from the issuing house. Ask for them by number. 


We urge our readers to take full advantage of this service. 


Address, Keep Posted 


Department, Magazine of Wall Street 





ODD LOTS 
A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


SAVING MADE MORE PROFITABLE 
A booklet describing a partial pay- 
ment plan for the purchase of high- 
grade securities, issued by a well 
known investment house. (251) 


BUILDING AN INCOME WITH 
GUARANTEED BONDS 
A booklet free of cost about bonds 
free from worry! It shows the way 
to financial independence and can be 
read in ten minutes. (255) 


INVESTMENT GUIDE 
Issued by the oldest first mortgage 
house in Chicago. It explains how to 
invest savings at the highest interest 
rate consistent with safety. (256) 


THE OKMULGEE BUILDING & 
LOAN ASSN. 
A booklet describing a real estate se- 
curity which embraces safety, a de- 
pendable income—a tax free invest- 


ment—State supervision — and yield- 


ing 9%. (257). 

A GRAPHIC GUIDE TO INVEST- 

MENTS 
A highly instructive circular for the 
careful and discriminating investor 
who investigates a security before 
placing his funds. (263) 


WHY THE SOUTH OFFERS IN- 

VESTMENT OPPORTUNITIES 
This pamphlet explains briefly and 
clearly why it is that the South of to- 
day is one of the most attractive sec- 
tions of the United States in which 
to invest and why it is that Southern 
investments yield an average of 1% 
more interest, with equal safety. A 
distinct opportunity for investors is 
described in an understandable man- 
ner. (264) 


HOW TO SELECT SAFE BONDS 
It took 38 years to write this impor. 


tant investment book, now free to 
every investor. Ask for booklet. (267) 


PROFIT SHARING BONDS 
A booklet describing how a security 
has returned 9244% to bondholders in 
slightly over 9 years. (268) 


JULY INVESTMENT LIST 


Issued by an old established bond 
house listing Municipal, Railroad, 
Equipment, Public Utility, Industrial 
and Foreign Government Bonds. They 
offer conservative investors a wide 


range of choice of sound. securities 
with liberal income return. (270) 


THE GREENSHIELDS REVIEW 
The best review of Canadian securities 
published. It gives authoritative de- 
tailed information on 53 standard 
Canadian securities, yielding from 5 
to 744%. (271) 


A TIME SAVER FOR BOND 
HOLDERS 
A loose-leaf security record for record- 
ing income tax data, interest payment 
dates, maturities, yield, taxable status, 
etc. Binder & loose-leaf forms fur- 
nished on request. (272) 


BOND RECORD 
A 24-page book showing price range 
(high and low, 1906 to date), tax 
status, maturity, interest dates, call 
place (if any), income values, yields 
of the active bonds listed on the New 


York Stock Exchange. (273) 
MONTHLY REVIEW 


With analysis of Atchison, Crude 
Oil situation and general informa- 
tion. (274). 


STEWART WARNER SPEEDOM 
TER CORP. 
A complete analysis of this company, 
compiled by a member of the N. Y. 
Stock Exchange. Of great interest at 
the present time due to the stock's 
market position. (277) 


QUESTION ANSWERED 

An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


INVESTMENT SUGGESTIONS 
contained in a market letter published 
by an old established stock exchange 
firm. Discriminating investors should 
have their name on this list perma- 
nently. (279) 


ELECTRIC BOND & SHARE CO. 
Send for interesting market letter on 
this company. (281) 


BROOKLYN EDISON CO. i 
This company is compared with four 
similar companies in_ interesting 


folder. Send for 282. 
MARKET LETTERS 


Accurate forecast of future, not rec- 
ord of past month. We prepare 
market letters which show opportuni- 
ties in the coming month. Bonds 
and stocks selling behind the rest of 
the market are pointed out and care- 
fully analyzed, showing why they 
should be purchased. Copy sent on 
request. (283) 
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The Magazine of Wall Street Reaches a Tested Audience 


Its Readers Must Possess Surplus Funds to be 
Interested in its Contents 


Is there a Better Guarantee of Buying Power? 
*__Their incomes average $7,000.00 a year. 
*_Over 50% are executives of manufacturing plants. 
*__Over one fourth are Presidents of Corporations. 
*__Half of them serve on one or more Board_of Directors. 
*_6§2% own their own homes. 
*__Over two thirds own one or more automobiles. 
*_24% are directors and officials in one or more banks. 
*—Over 70% are consulted in determinating the purchases of 

their concern. 


These men read our publication, seeking investment advice. 


Their principal object is to learn how to use their money to 
advantage. 


For the best means of approach to your best market, use 


42 BROADWAY 


The largest proven paid circulation of any financial publication in the world. 


* Figures taken from circulation analysis that will be cheerfully mailed on request. 











THE MAGAZINE OF WALL STREE7 











